The Honorable Charles A. Bowsher 
Comptroller General 
General Accounting office 
441 G Street, N.W, 

Room 7000 

Washington, D.C. 20548 


Dear Hr . Bowsher : 

On December 26, 1989, INSLAW, Inc., a Washington, D.C, case 
management software company, filed a Petition for a Writ of 
Mandamus in U.S. District Court for the District of Columbia. The 
INSLAW suit ^ cites information that the Company acquired from 
interviews with 30 witnesses, most of whom are described as former 

officials of the Department of Justice. According to 
this information, the Department had planned to award a "massive 
sweetheart contract" to a company controlled by friends of then 
Attorney General Edwin Meese to install INSLAW's PROMIS case 
management software on new computers in all 93 U.S. Attorneys' 
Offices, the seven legal divisions, and the nationwide field 
offices of the semi -autonomous bureaus of the Department. INSLAW 
alleges that the vehicle for this procurement fraud was intended 

to be Project Eag.le, the largest procurement in the history of the 
Department. 

According to the INSLAW lawsuit, officials of the Department 
of Justice sought to steal the PROMIS software from INSLAW and 
drive INSLAW out of business in order to facilitate this corrupt 
plan. The lawsuit alleges that Attorney General Thornburgh and the 
Department have a clear duty to conduct a fair and thorough 
investigation of these allegations but have failed to do so, as 
evidenced by their alleged failure even to seek to interview 29 of 
XNSLAW's 30 witnesses. The INSLAW Petition asks the U.S. District 
Court to order the Attorney General to carry out his clear duty. 

The enclosed copy of an article from last week's edition of 
the National Journal describes this shocking situation, and I would 
like the General Accounting Office to review certain questions that 
I have about the situation. 



In January 1988, following three weeks of trial several months 
earlier, the U.S. Bankruptcy Court for the District of Columbia 
ruled that officials of the Department of Justice "took, converted, 
stole w the PROMIS proprietary case management software manufactured 
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by INSlAW inc. and then forced IKSLAW into Chapter 11 bankruptcy; 
wh^t*upon these Department officials tried "unlawfully and without 
Jvist '.flection to force INSLAW* b liquidation. 

its Department immediately appealed the decision to the U.S. 
at ; wt v eurt, alleging that the Bankruptcy Judge was incompetent 
• INig^ evidence, lacked jurisdiction over the issues, and was 
biased against the Department of Justice. 

On November 22 , 1989, Senior U.S. District Judge William B. 
iiyWvi the former Chief Judge of the U.S. District Court for the 
•' ,, '*tt*ict of Columbia, handed down a 4 4 “page appellate decision. 

_ Bryant stated that he had read the thousands of pages of 
Mtdings and testimonial and documentary evidence that comprise 
the record of the Bankruptcy Court trial, and that the "cold 
record* alone was sufficiently clear to affirm all of the 
ikv'.V. Uptcy Judge* £ Findings of Fact about malfeasance in the 
Department against INSLAW. Judge Bryant added an observation of 
hi* (WMkt the evidence was "striking" that the malfeasance emanated 
from "higher echelons" of the Department and that it began 
miaul tjineously with the award in March 1982 of a competitive, 
three-year contract to INSLAW to install a version of itB PROMIS 
mass management software on new computers in the 22 largest U.S. 
Attorneys * Offices. 



^ a 


Two important developments in the litigation have since 
occurred. First, the Department has filed a notice of its intent 
to appeal Judge Bryant* s decision to the U.S. Court of Appeals. 


Second, INSLAW has filed before Judge Bryant its Petition for 
a Writ of Mandamus. 


According to the witnesses quoted in the Petition, private 
Sector friends of Edwin Meese, beginning with Mr. Meese’s tenure- 
in the white House as Counsellor to the President and continuing 
throughout his tenure as Attorney General of the United States, 
•ought to obtain a "massive sweetheart contract" to deliver and 
install the PROMIS case management software on new computers 
throughout the nationwide offices of the Department of Justice, 
including all 93 U.S. Attorneys' offices, the seven legal 
divisions, and the field offices of the Department's semi- 
autonomous bureaus such as the U.S. Marshal's Service, the Drug 
Enforcement Administration, the Immigration and Naturalization 
service and so forth. 

The vehicle for the contract was allegedly intended to be the 
Uniform Office Automation and Case Management Project, code-named 
Frciect Eagle. This eight-year procurement, apparently responsive 
to a Congressional mandate in the 1980 Appropriations Authorization 
Act that the Department install "comprehensive, compatible case 
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" «c^oss its litigating divisions, led to the 
•Bt for Proposals (RFP) in May 1986 and to the 
of the initial contract. 


. .. . **** Y* ^Ae acknowledges that the Department does not 

nave the case management software needed for installation on the 
SagJe computers but also states that it does not intend to acquire 

^ , ie software under the Project Eagle procurement, 
notwithstanding the fact that most of the capacity of each Eagle 
computer is reserved for the case management software and data 
base, (See Sections C.3.3, C.7.1, C.7.3, and C. 7. 4 of the May 1986 

nFP i ) 


Also of interest, in August 1986, a few months after the 
original RFP wan issued, the Department published a major amendment 
to the RFP, whose purpose the Department later admitted in a 
pleading before Judge Bryant, was to enable the Department to 
Install the PROMTS case management software on the Project Eagle 
computers. The Department made that admission in a pleading dated 
April 15 0 1988* On September 2 6 $ 1986, the Department had 
published to all Project Eagle bidders an unequivocal denial that 
the August 1986 Amendment signalled an undisclosed plan to install 
PROMIS as the missing case management software. 


in August 1989, just two months after the Department? awarded 
the initial Project Eagle contract, the Department submitted to the 
General Services Administration a request for a Delegation of 
Procurement Authority to enable it to replace the obsolete 
computers currently operating PROMIS in the largest U.S. Attorneys 1 
Offices with $4 million worth of new computers. The stated reason 
was that it will take three years to develop and install, case 
management software on the new Eagle computers currently being 
acquired for those offices, and the computer manufacturer will no 
3 onger service the now— obsolete computers on which PROMTS is 
Installed in the U«J>. Attorneys* Offices* I have enclosed a copy 
of the document ae an attachment to this letter. INSLAW recently 

obtained it from the Department under a Freedom of Information Act 
(FOIAJ request. 


A final piece to this puzzle occurred on January 30 1990 

The Department's Land and Natural Resources Division released an 
RFP to develop and install, within one year of contract award, a 
M comprehensi ve cane management system.** (RFP JPLDN-90-R-0020. ) 

The RFP states that the new software will replace the PROMIS 
case management software which is the Land Division's primary case 
management system, and that the new software "shall be the sole and 
exclusive property of the U.S. Government." (Page H. 9) 
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, , February 16, 1990, the Department published questions from 
bidders, together with the official answers. In answer to Question 
#61, the Department stated that it would not consider "using an 
fixisting case management software package that could be easily 
modified to meet stated requirements at a greatly reduced cost.* 1 

i 

In answer to Question #59, the Department stated that it might 
later move the new case management software to a project Eagle 
computer , 

In Question #72, a potential bidder noted that one of the 
functions and features required in the new case management 
software, "summary fields," is a concept unique to the PROMIS . 
software. 


In response to Question #7 6, the Department stated as follows: 
"The Land Division has concluded that PROMIS experience is one of 
the most critical factors in developing the new system." 

obviously, this record gives rise to the concern that the 
Department, having been prevented by two federal courts from 
stealing INSLAW's invaluable bottle of software "wine," is embarked 
on an effort to decant the contents of the bottle into a new 
container as a way of acquiring the benefits of the PROMIS software 
for Project Eagle without having to acknowledge that Eagle waB 
always secretly premised on PROMIS, as INSLAW alleges. 

I have been advised that the metaphor of the decanting of an 
expensive wine into a new bottle could describe* the following 
scenario implicit in the RFP* Hire a company that employs one or 
more former INSLAW software engineers to extract, from the PROMIS 
software the detailed logical specifications that underlie the 
hundreds of thousands of lines of PROMIS code. The contractor 
hired by the Department would then pour this vine into a new vessel 
by using a fourth generation application generator, such as the 
application generator marketed by Oracle, to generate automatically 
new code in a programming language different from the one in which 
PROMIS is written. In its answer to Question #71, the Department 
stated that Oracle is one of two commercial data base management 
software systems from which it will choose the data base tool to 
he used in the Land Division project. 
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/ I am asking that GAO conduct a thorough review 
the case management software plans at the Department of Justice- 

questions I would like to have examined are the 



When the Department applied to the Office of 
Management and Budget in the Fall of 1985 for 
authority to embark on Project Eagle, what did 

say about its plans 

developing or acquiring the case management 

for the "Uniform Case Management" part 

of Pro iect Eagle? 
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* Pmiurt c api c mm ^ 0G WirtOUI Improprieties In connection with the award 

. . { . nc ^wdinQ the payment by the Justice Department of additional 

tun s to the winning vendor for use In settling protests by unsuccessful bidders. 


I also wish to register my concern with the fact that while GSA has denied me 
en opportunity for a meeting to discuss the Justice Department malfeasance against 
INSLAW on the subject of case mmvigement software, it has accepted a contract 
from the Justice Department to assist In developing a Request For Proposals for new 
case management software. 


The combination of GSA's inaction on the INSLAW scandal and its 
participation through FEDSIM in the dovolopment of the new Justice Department 
Request for Proposals does not Inspire public confidence in the ability or willingness 
of GSA to abandon its earlier "laisser-tairo approach" to the enforcement of the 
Brooks Act. 
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INSLAW, Inc 

1125 15th St., N.W. Suite 300 Washington, D C 20005 
(202) 828-8600 FAX (202) 659-0755 

William A Hamilton, President 


May 21, 1991 


Mr. Daniel Casolaro 
1 1626 Pine Tree Drive 
Fairfax, Virginia 22033 



Dear Danny: 

I have enclosed the following articles to help bring you up to date since you 
were last here: 


The Financial Post (Undated, 4/17, 4/12, 5/14) 

Financial Times (4/9, 

The Washington Post (4/19, 4/26, 4/27, 4/30, 5/3, 5/4, 5/8, 5/11) 
The Toronto Globe & Mail (4/20) 

Barron's (4/22) 

The Washington Times (4/22 


In These Times (4/17-23) 

ComputerWorld (4/29 
New York Daily News (4/29) 

St. Louis Post Dispatch (5/3, 5/6, 5/8, 5/9, 5/13, 5/18) 


The Hotline (5/3) 
Sunday Herald (5/5) 
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Additionally, I mcloiiny copiM Of thl U.S. Court of Appeals opinion reversing 
‘ .v . v pcvai the tli 'l uptcs s Court loportOdfn lack of jurisdiction an t e 

Unitod Stills' most tOCOnt notion to vacate the U S. District Courts discovery 
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Thanks \vr your patience I hovo boon unable to get these out earlier, even 
%ttOf \ouf OUbfhisaiv'n of documents to us. because of a backlog in work, ope u y, 
these will bo hoipfui 

Respectfully, 


Alice M. A. Council Curtis 
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UNITED STATES OF AMERICA and 
the UNITED STATES DEPARTMENT 
OF JUSTICE, 

Defendants. 
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) 
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Consolidated Under 
Civil Action No. 91-718 


MOTION OF THE UNITED STATES 
TO RECONSIDER AND V ACATE DISCOVERY ORPEB 


Pursuant to Fed. R. jciv. P. 7(b), the United States of 
America moves the Court to reconsider and to vacate its order 

granting Inslaw's motion to take discovery: 

1. On April 9, 1991, the Court entered an order granting the 
Motion of Inslaw, Inc. For Leave To Take Limited Discovery In Aid 
Of Enforcement Of The Injunction. That order directed the United 
States to respond by May 8, 1991, to Inslaw's Interrogatories And 

st For Production Of Documents In Aid Of Enforcement Of The 

Injunction. 



l Th is notion is being filed because Inslaw declined our 
reauest that it withdraw or stay discovery pending a ruling by 
the Court of Appeals on the company's anticipated petition for 
rehearing in United States v. I nslag, No. 90-5052 (D.C. Cir. May 
7 1991) . The company agreed, however, to stay discovery pending 

this Court's ruling on this motion to reconsider. 
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the bankruptcy court. It concluded: 


As the bankruptcy court had no 
■ urisdiction to hear the claims asserted 
under 1362 (a), we reverse the district 
and remand the case with directions to 
all orders concerning the Department's 
alleged violations of the automatic stay 
tc dismiss Inslaw's complaint against 
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-Inslaw does not allege that the United States |j|| 
Injunction; the company claims 

done so and that discovery is needed to investigate Ins^aw 

Transcript of April 8, 1991 at 21. 
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3& copy of the decision is attached. 
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f n- IC2D... Wprks t In c , , 881 F.2d 722, 726 n.ll (9th Cir. 1989) 


iht invalidity of the underlying order is always a defense to a 
ivil contempt charge."); Blocksom and Co. v, Marshall . 582 F. 2 d 

. , 1124 (7th Cir. 1978 ) ("The purpose of civil contempt orders 

,i i (' to coerce compliance with the underlying order and/or to 
compensate the complainant for loss sustained by disobedience. , 

. . Accordingly, civil contempt may be defended on the ground 
that the underlying order was erroneously issued."); United 
State 5 v t — Brofessiona l Air Traffic Controllers Organization . 524 
F. Supp. 160, 165 (D.D.C. 1981) . 

5. Because Inslaw cannot maintain an action for alleged 

43. 

violations of an injunction which the Court of Appeals has 
ordered vacated, the discovery is pointless and should not be 
had . ^ 
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*The discovery sought by Inslaw is extremely burdensome. 
Among other things, the company requests copies of " all case 
management, tracking and work flow and/or collections software 
being run on computers by or for the use of the Department of 
Justice and all branches and divisions thereof ..." [emphasis 
added; Full compliance with this request would require the 
Department to canvass the potential users of some 44,000 personal 
computers to determine whether they contain such software; even 
if limited to the Justice Management Division mainframe computers 
and the mini-computers operated for other components, the request 
would necessitate the production of more than 100 computer 
programs, each of which would have to be screened for sensitive 
and proprietary data, reproduced without that data, and 
transferred to a separate tape — a process requiring hundreds of 
man hours. Moreover, release of the number of programs sought by 
inslaw necessarily entails a substantial risk that privileged, 
classified, confidential or proprietary information would be 
inadvertently produced. Extraordinary precautions must be taken 
to prevent release of sensitive law-enforcement data such as the 
names of undercover agents, cooperating witnesses, and government 
informants. Given the risks involved, it is not clear whether 
appropriate safeguards can be devised. However, the recent 

(continued,..) 
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1 company intends to file a cetif^n - 

P tition for rehearing with the 


court of Appeals and a oetit-i^r, * 

petition for certiorari with the supreme 


court, if necessary. These L 

v to do not, however, warrant 
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continuing discovery at this time. The decision rendered on «ay 


7 is final until 



hy the Court of Appeal or reversed 


by the Supreme Court 5 . . . 

This Court can consider the impact of 


SUCh -ation or reversal in the unlikely event either 


should occur. 


Xn the meantime, however, Inslaw has no right to 


conduct discovery into alleged violations of an injunction issued 


in a proceeding which the highest court in this circuit has 


determined was without jurisdictional basis. 


For all these reasons, the Court should reconsider and 


vacate the order entered April 9, 1991, granting Inslaw's motion 


to take .discovery in aid of enforcement of the Injunction. 


Respectfully submitted, 


STUART M. GERSON 
Assistant Attorney General 


4 ( . . . continued) 

decision of the court of appeals obviates the need to develop 
such safeguards. 


^ Wedbush . Noble. Cooke, Inc, v. S.E.C. , 714 F.2d 923, 924 
(9th Cir ! 1983) ("It is fundamental that the mere pendency of an 
appeal does not, in itself, disturb the finality of a judgment. . 
. . Similarly, the pendency of a petition for rehearing does not, 

in itself, destroy the finality of an appellate court's judgment. 
. . . Thus, even though the mandate has not yet issued in 

O'Brien . the judgment filed by the panel in that case on April 
25, 1983 is nevertheless final for such purposes as stare 

, and full faith and credit, unless withdrawn by the 

court." [citations omitted]). 
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Ben Franklin 
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No. 90-5054 
Inslaw, Inc. 


v. 


United States op America, et al„ appellants 


No. 90*5055 
Inslaw, Inc. 


v. 


United States of America, et al., 


APPELLANTS 


Appeals from the United States District Court 

for the District of Columbia 

(Civil Action Nos. 88-00698, 88-00697, 88-00696) 


Afar* B. Stern, Attorney, Department of Justice, with 

WUr ^ Gerson, Assistant Attorney General, 

J. Birney , Acting United States Attorney, William 
n er and Robert M. Loeb, Attorneys, Department of 

TX* on * he brief . for appellants in 90-5052, 90- 
l! • ' *, 90-5054 and 90-5055. 


Work, 



Michael E. Friedlander, with whom Charles R 
Jacqueline E. Zins, v Philip L. Kellogg and James L 
were on the brief, for appellee in all cases. 

Before: Buckley, Williams and Randolph, Circuit 

Judges. 

Opinion for the Court filed by Circuit Judge Williams. 
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i , ‘ U . ? ' Ss ln,1;lw had provider! umier contract 

aw claimad that the Department had violated the 
provision by continuing. am! evpaiuling, its use of the 
ware program in its U.S. Attorney*’ office*. The bank- 
ruptcy court found a willful violation, see In n Imlaw , 

Im. ,o H.K HP (Haukr 1'Dt'. PJH8), and the district 

court affirmed on appeal, tee United Statu u. Inslaw, Inc., 
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19 8 9 U.S. Dist. LEXIS 14,001 (D.D.C. 1989) ( iviem. 

^ k ~| ecausa we that the automatic stay does not 
reach the Department’* use of property in Its possession 
un er & claim of right at the time of the bankruptcy filing, 
even if that use may ultimately prove to violate the bank* 

rupt s lights, v (j reverse.. 
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Inslaw has built itselt around one software product, the 
Prosecutor s Management Information System, known by 
the acronym “PROMIS". Until January 1981. Inslaw was 
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a nunuruiiL Drnn luU oQ mat relied on a variety of public 

version of PROMIS (’’old PROM IS”) 
that the parties agree is in the public domain. On becom- 
ing a for-profit corporation, it continued to make substan- 
tial improvements to PROMIS, using private funds. 

> enhancements, which appear in the version of the 
software referred to as “enhanced PROMIS", are the 
“lifeblood" of Inslaw — “the nucleus of its assets." 83 B.R. 

at 




Under a March 16, 1982 contract with the Department 
(No. JVUSA-82-C-0074), Inslaw agreed to provide and 
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inwall old PROMIS on minicomputers in 20 large U.S. 

torneys offices and to develop and install a word 

processor-based version of old PROMIS for use in M 

smaller offices. 83 B.R. at 120-21. The Department agreed 
to pay $9.6 million. 


j?cause the Department had not selected or acquired 
ar ware to run PROMIS in-house, Inslaw agreed in the 
meantime to provide PROMIS to the 20 larger ollio's mi 
a time-sharing basis through telephone links to its own 
computers, in much the same way LEXIS and West law 

^ e * r serv * ces to subscribers. Mem. Op. at 6. 
Although the parties agree that the original contract 

required Inslaw only to provide old PROMIS, Inslaw in 

fact allowed the Department to use the enhanced version, 

perhaps because it maintained only one time-sharing ver 

sion, primarily for use by customers entitled to the 

enhancements. 83 B.R. at 130; Mem. Op. at 6-7. 


In November 1982 the Department asked Inslaw, under 
the terms of the contract, for a copy of “all computer pro- 
grams and supporting documentation developed for or 
relating to” the contract. 83 B.R. at 129; Mem. Op. at 6. 
Seth sides understood that the Department wanted a 
copy of the software being provided on a time-sharing 
basis, i.e., enhanced PROMIS. 83 B.R. at 129-30. The gov- 
ernment claims that this request was prompted by con* 
com about Inslaw’s financial viability, Mem. Op. at 6, but 
the bankruptcy court found that it was the centerpiece of 
a Department official’s vindictive efforts **to ruin INS- 
LAW and to bring about DOJ’s wrongful use of INS 
LAW’s Enhanced PROMIS software.” 83 B.R. at 129. 


The request touched off the central, but by no means 
:he only, dispute between the parties — whether the 
Department was entitled, under the contract, to receive 
the PROMIS enhancements without further payments. 
Mem. Op. at 6-7. Following a series of negotiations, the 
parties agreed to a temporary settlement that would allow 
the contract to be implemented pending final resolution. 
Under Modification 12 of the contract, adopted April 11, 
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enhancements, to decide 
v. enhancements it wanted to use, and to agree on an 

e..,i price lor any it decided to keep. 83 B.R. at 136- 

. > . he eomt also concluded that the Department never 

tafttncM to kt>ep these 


commitments. 83 B.R. at 138. 


tn^iaw tiled a petition 'for reorganization under Chapter 
. . oi the Bankruptcy Corie on February 7, 1985. One 
H later, luslaw’s contract with the Department 
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1 1 ' " n< ‘V officii, and the Department terminated 

' ftttn processing portion in February 1984, the bank- 

'f 1 ! / COfls»nied the modification as limiting the 

ornpuUo version of PROMIS to the 20 larger offices. 

,VI . 135, 139-40, 166-67. 
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(ffiftint'i contract, and that it had made copies of enhanced 
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, 1985, Inslaw filed a claim with the con- 


-d J A. at 195, 198-200. Inslaw asked for $2.9 
million u) h* arise fees for use of the enhancements. Mem. 

f f t* 'if *#; tjpp Jj at 198-200. The contracting officer ruled 

fnslaw on February 21, 1986. J.A. at 213, 215. Ins- 
l < // did not pursue these claims when it appealed the con- 

officer's decision to the Department of 
ffenaportMion Hoard of Contract Appeals (apparently 
!b« appropriate appellate body, its name being a vestige 

of rw earlier, more limited jurisdiction). See DOTCBA No. 
1775, Complaint filed September 19, 1986. 


On June 10,1986 Inslaw filed a four-count complaint 
against the government in bankruptcy court, alleging that 
the f depart (fltnt was willfully violating § 362(a), the auto- 
mtte eiiy provision of the Bankruptcy Code. The 
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estate*^ r\lf *2 possession of property of the 

control >;u» pr °* vm { ’>o-,n the estate or to exercise 

control over property o f the estate .... 

finrl^nf (emphasis added). Because we 

alle< 7 A^ ] T o r ^' uv n one of the acts or omissions 
' >V ns aw v 'oiild amount to a violation of the auto- 

tc s ay, we conclude that the bankruptcy court should 
have granted the Department's motion to dismiss. 


A 

Inslaw s major allegation concerns the Department’s 
use of enhanced PROMtS after the filing of the bank- 
ruptcy petition. The bankruptcy court concluded first that 
the privately -funded enhancements to PROMIS were pro- 
prietary trade secrets owned by Inslaw, 83 B.R. at 159, 
and then that the Department’s continued use of these 
enhancements, and in particular its post-petition installa- 
tion of enhanced PROMIS in 23 U.S. Attorneys’ offices 
(in addition to the 22 where Insiaw had made installa- 
tions), were a “willful exercise of control over the property 
of the estate.” 83 B.R. at 166, 168. 

The automatic stay protects “property of the estate”. 
This estate is created by the filing of a petition and com- 
prises property of the debtor “wherever located and by 
whomever held”, including (among other things) “all legal 
or equitable interests of the debtor in property as of the 
commencement of the case.” 11 U.S.C. § 541(a)(1) (1988). 

It is undisputed that this e ncomp asses causes of action 
that belong toTJue debtor) $s well as the debtor’s intellec- 
tual property, such as interests in patents,, trademarks 

and copyrights; See H.R. Rep. No. 595, 95th Cong., 1st 
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Sess. 367 (House Report”); S. Rep. No. 989, 95th Cong., 

2d Sess. 82 ( Senate Report”); United States v. Whiting 
Pools, Inc., 462 U.S. 198, 204-05 & n.9 (1983); In re S.L 
Acquisition, Inc., 817 F.2d 1142 (5th Cir. 1987); 4 King, 
Collier on Bankruptcy flfl 541.06, 541.10. The estate also 
includes property recoverable under the Code’s “turnover” 
provisions, which allow the trustee to recover property 

f uu w merely out of the possession of the debtor, yet 
remained property of the debtor.’ ” House Report at 367; 
Senate Report at. 82; see 11 U.S.C. §§ 542, 543 (turnover 
provisions); Whiting Pools, 462 U.S. at 204-09 & n.ll. 


m its brief Inslaw refers rather vague y to its interest 
in the enhanced PROMIS software as the “property of the 
estate” over which the Department supposedly exercised 
control. But for meaningful analysis, Inslaw’s interests 
must be examined separately. One set of interests consists 
of (1) the computer tapes containing copies of the source 
and object codes that Inslaw sent to the Departme t on 
April 20, 1983 and (2) the copies of enhanced PROMIS 
that Inslaw installed on Department hardware between 
August 1983 and January 1984. As to these, Inslaw held 
no possessory interest when it hied for bankruptcy on 
February 7 1985. Nor can it claim a possessory interest 


over them through the Code’s turnover provisions, as 
could the debtor-in-possession in Whiting Pools, because, 
as Inslaw freely admits, the Department held possession 
of the copies under a claim of ownership (its view o t e 
contract and Modification 12) and claimed the right to use 
enhanced PROMIS without further payment. It is settled 
law that the debtor cannot use the turnover provisions to 
liquidate contract disputes or otherwise demand assets 

whose title is in dispute. See In re Charter Co., 913 F. 
1575, 1579 (11th Cir. 1990); In re Satelco, Inc., 58 B.K. 
781, 786 (Bankr. N.D. Tex. 1986); In re Chick Smith tor 
Inc., 46 B.R. 515, 518 (Bankr. M.D. Fla. 1985); In re FLR 
Co , 58 B.R. 632 (Bankr. W.D. Pa. 1985); cf. In re Knaus , 
889 F.2d 7737-775 (8th Cir. 1989) (turnover of property 
admitted to belong to the debtor Is Mjquired); SBAjx 
Rinehart , 887 F.2d 165, 168 (8th Cir. 1989) (same). Indeed, 
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Insiaw never sought possession of the 
turnover provisions. 


copies under the 


The bankruptcy court instead identified the relevant 
i'f.Z ikV~ v ~ al> 1 1 1 uv s intangible trade secret rights in the 

PROMIS enhancements. 83 B.R. at 165. It then found 

t at the Department’s continuing use of these intangible 
enhancements was an “exercise of control” over property 
of the estate. 83 B.R. at 166, 168. 

If the bankruptcy court’s idea of the scope of “exercise 
of control’ were correct, the sweep of § 362(a) would be 
extraordinary — with a concomitant expansion of the 
jurisdiction of the bankruptcy court. Whenever a party 
against whom the bankrupt holds a cause of action (or 
other intangible property right) acted in accord with his 
view of the dispute rather than that of the debtor-in- 
possession or bankruptcy trustee, he would r sk a determi- 
nation by a bankruptcy court that he had “exercised 
control” over intangible rights property) of the estate. 2 
in making that determination (one way or the other), the 
bankruptcy court would be exercising its “core” jurisdic- 
tion over the dispute, subject to review by an Article III 
court on fact issues only under the deferential “clearly 
erroneous” standard. See 28 U.S.C. § 158; Bankruptcy 
Rule 8013; 1 King, Collier on Bankruptcy H 3.03[7); see 
also 28 U.S.C. § 157(b) (1988) (identifying “core” proceed- 
ings); Budget Service Co. v. Better Homes of Virginia, Inc., 
804 F.2d 289, 292 (4th Cir. 1986) (automatic stay viola- 
tions are within the core). 


2 Under this view, it does not matter whether the Department 
has possession of the PROMIS enhancements under a claim of 
outright title, as they do, or under a more limited lease or license. 
In both situations, a party in possession of an asset in which the 
bankrupt has an interest would violate § 362(a) by any act incon- 
sistent with the .bankrupt’s claims as determined by the bank- 
ruptcy court. As a result, a wide range of disputes, such as a 
bankrupt lessor’s claims against a lessee, or a bankrupt co-owner s 
claims against other holders of con ■ orient property interests, 

would slide into bankruptcy court. 
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Such assertions of banlrnmt 

Plpe Llne Co., 458 U.S 50 a982> rw* C °' Marathon 
m a non-Article III (ban Wn.L Congr l ess ma y not vest 

dicate a traditional PtCy court P° w er to adju- 

is before the o "* TT aCti ° n where the d “nt 

ously filed a " ly because the plaintiff has previ- 

at 90 (Rehnauist 7 ^ reor * ani f tion '« that court.” Id. 
Carbide Aar; n ? conc urring); see Thomas u. Union 

Commit 8 r Pr0ds - Co - 473 U.S. 568, 584 (1985); 

833 84 ft^ 7 ^/ioo eS Tradin S Comm ‘n u. Schor, 478 U.S. 
Nnrrlh no. see also Granfinanciera, S.A. u. 

u ^ 2782 (1989) (defendant in an action 

a an ruptcy trustee to recover a pre-petition fraudu- 
lent conveyance under 11 U.S.C. § 548(a)(2) has a Sev- 

entn A m p nH m pnt *. ^ trial) 


Congress 


Amendment right to a jury me**,. 
responded to Northern Pipeline with the Bankruptcy 
Amendments and Federal Judgeship Act of 1984, Pub. L. 
No. 98-353, 98 Stat. 333 (1984), limiting bankruptcy 
courts’ jurisdiction over disputes that are “related to” a 
bankruptcy case only because the owner of the cause of 
action filed for bankruptcy. See 28 U.S.C. §§ 157(c), 
1334(b); 1 King, Collier on Bankruptcy H 3.01 [1 ] [c] [iv] 
(debtor’s causes of action are “related to” proceedings 
under § 1334(b)); id. U 3.01 [2] [b] [iij (“related to” proceed- 
ings are “non-core” proceedings under § 157(c)). In asking 
us to allow the bankruptcy court to decide a wide range 
of “non-core” disputes under the guise of an automatic 
stay violation, Inslaw ignores Northern Pipeline and Con- 
gress’s response. 


Even apart from constitutional concerns, Inslaw’s view 
of § 362(a) would take it well beyond Congress’s purpose. 
The object of the automatic stay provision is essentially 
to solve a collective action problem — to make sure that 
creditors do not destroy the bankrupt estate in their 
scramble for relief. See House Report at 340; Senate 
Report at 49, 54-55. Fulfillment of that purpose cannot 
require that every party who acts in resistance to the 
debtor’s view of its rights violates § 362(a) if found in 


T n - 7 hus ' some ° ne defe ^«i 

*1 ♦ by h g a motlon t0 dismiss the suit, though 

runt \fn ta r C % may burd f n ri S hts asserted by the bank- 
coo v o% r c?e T c l -° na V ' Cham P ion Fed. Sav. & Loan Assn , 
r * ^j 575, 5 (7th Cir - !9S9). Nor does the filing of 
a is pendens violate the stay (at least where it does not 

create a lien), even though it alerts prospective buyers to 
a azard and may thereby diminish the value of estate 
property. In re Knightsbridge Development Co., SS4 F.2d 
145, 148 (4th Cir. 1989). And the commencement and con- 
tinuation of a cause of action against the debtor that 


arises post-petition, and so is not stayed by § 362(a)(1), 
does not violate § 362(a)(3). In re Continental Air Lines, 
Inc., 61 B.R. 758, 775-80 (S.D. Tex. 1986). Since willful 
violations of the stay expose the offending party to liabil- 
ity tor compensatory damages, costs, attorney’s fees, and, 
in some circumstances, punitive damages, see 11 U.S.C. 
§ 362(h) (1988), it is difficult to believe that Congress 
intended a violation whenever someone already in posses- 
sion of property mistakenly refuses to capitulate to a 
bankrupt’s assertion of rights in that property? 


The limits of the turnover provisions in the bankruptcy 
code underscore the improbability that Congress intended 
§ 362(a) to have the sweeping scope that Insiaw would 
assign it. It is common ground that these cannot be used 
against property held by another under a claim of legal 
right. See cases cited at p. 9 above. As Inslaw’s view would 
turn every act of the possessor that implicitly asserts his 
title over disputed property into a violation of § 362(a), 
it would give the bankruptcy court jurisdiction over all 


! In adding the “exercise control" language to § 362(a)(3) in the 
1984 Bankruptcy Amendments, see 98 Stat. at 371, Congress gave 

anation. One court has traced this language to the descrip- 
§ 362(a)(3) found in the committee reports on the 1978 
tcy Act, which refer to property of the estate as “property 
ich the estate has control or possession”. See In re 48th 
Steakhouse, Inc., 61 B.R. 182, 187 & n.10 (Bankr. S.D.N.Y. 
aff’d, 77 B.R. 409 (S.D.N.Y.), aff'd, 835 F.2d 427 (2d Cir. 
ouse Report at 341; Senate Report at 50. 
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' V'\ secrets > as the bankruptcy court found, 

sue the government under the Trade 
wmmu Act or even under the Administrative Procedure 

disclosures of its trade secrets by gov- 
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1' ^lIMVrhog the expansive mood expressed in its decision 
o \\ »*; of enhanced PROMIS, the bankruptcy court found 
>'0 yiolatiuna arising from the Department’s failure to 
• ' " '••vj.cvi c' petition misconduct. First, having found 
. 1 . <>» ‘he mdueement of Modification 12, it found a vio- 

i rite Department’s failure to cure the fraud. 83 

ri U u u 1 Second, it held that the Department’s 
tfUhvu tj .u t to remedy past acts of bias, impartiality 
, , • h.uassmeat against INSLAW also constitute 

vi d'U * u»!atums of the automatic stay provisions.” Id. 

s tyu s * . a uuuethes given by the court for these viola- 

w 1 . a 01 dei enjoining the Department from allow- 
mu* dovo named ofhcials to participate in any further 
, , i «n . negotiations or proceedings (including the con- 
n nPWdi board case) involving Inslaw. 


h u k 


Hv.u* rm l»ankruptcy court appears to have left the 
n . < vt» thn Mtunie ip the dust. The automatic stay, as 
to u.noo stiggeds, serves as a restraint only on acts to 
> on ; -• i:.ion or control over property of the estate. 
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Vowhere in its language is there a hint that it , . 

affirmative duty to remedy past acts of fraud oTh ** “ 

applies only to acts taken after the petition Jq m 1 - ' 

11 U.S.C. § 362(a); In re Stucka 77BR777 7fi 9 S ,T 5 

L.U. Cal. .987 ( The automatic stay is effective as of the 
moment of fihng ° f the bankruptcy petition “™ 

1 iewes ' 58 B.R. ±24, 12 7 (Bankr. D.S.D. 1986) (same). 


L:Ki the defendant in Northern Pipeline, the Depart- 

ment as been hauled in tront of the bankruptcy court 
iimpiy because inslaw Piled for bankruptcy, and Inslaw 
r.c.i succeeded in convincing the bankruptcy court to adju- 
dicate its contract, ton (conversion), trade secret, and 
administrative law (impartiality) disputes with the 
Department, although the court had no basis under the 
Bankruptcy Code to do so. Because the Department has 
taken no actions since the filing of the bankruptcy peti- 
tion that violate the automatic stay, the bankruptcy court 
must, as both a statutory and constitutional matter, defer 
to adjudication of these matters by other forums. 


B 

In a separate order, the bankruptcy court held that the 
Department violated the automatic stay by contacting the 
Director of the Executive Office of the United States 
Trustees in an effort to have Inslaw’s Chapter 11 reorga- 
nization converted into a liquidation under Chapter . 
Mem. Op. at 9-11; 83 B.R. at 149-50. Here, the literal 

words of § 362(a) might actually cover a request by the 
U.S. Trustee to liquidate Inslaw’s assets under Chapter 
7 sir.ce such a request could be characterized as an act 
to liquidate “property of the estate”. For obvious reasons, 
however, courts have recognized that § 362(a) cannot stay 
actions specifically authorized elsewhere in the bank- 
ruptcy code, sbch as motions to convert reorganizations 
to liquidation proceedings, see 11 U.S.C. § 1112(b) (1988). 
Thus, even if the Department had managed to instigate 
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tht filing of a motion to mu 

natter of law there would h " Vert w *nch it did \ 
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automatic stay. for finding a violatfo^ 0 ^he 


♦ * 


that th^ De^a^em SlPf h<5re b ° th “eluded 

at 39. Such conduct if if « fc l ts . °* n use ”- Mem. Od. 
sive as lawless conduct bv on^K^’ u inexcusabIe * Offen- 

law, Inc., 83 B.R. a t no’ dl * sentln 8). in In re Ins- 
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DTa nt a l ,?, t0r ?f tiC Stay and t0 dismiss Inslaw’s com- 
idamt against the Department. 


So ordered. 
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f A Deal 


Compiled From News Services 

LONDON — Abolhassan Bani-Sadr, 
the exiled former president of J.ran, 
saijt Thursday that the 1980 Reagan- 
Bush presidential campaign had 
struck a deal with Iranian clerics to 
delay the release of 52 U.S hostages 
for political gain, 

"Certainly, there was a secret deal 
between the Iranian mullahs and the 
eanfti dates Reagan and Bush to delay 
the release of the hostages in ex- 
change for many things. Amongst 
these — arms,” Bani-Sadr told Brit- 
ain's Channel Four television. 

Bani-Sadr had been scheduled to 
to. ■ the Unite.' States to promote his 
boat published in IBS®, which alleges 
a secret deal between .Ayatollah Ru~ 
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Abolhassan Bani-Sadr 

E \~president of Iran 


have dismissed the allegations as 
unfounded. 

The State Department said it was 
considering whether to waive a law 
barring $ ' isn to Bani-Sadr. who was 
dee in the United Stares this week to 
promote the pMkahoi of the Eng- 
fen-larg Kige ;v. :ri of his lf>S book 
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Ex-Hostage Urges Inquiry Into Release 


By Philip Dine 

Of the Post-Dispatch Staff 

An ex- Marine w ho was one of the 52 
hostages held hostage for 444 days in 
Iran a decade ago says the U.S. gov- 
ernment should investigate whether 
presidential politics delayed the re- 
lease of the hostages. 

Rodney "Rocky” Sickmann of Ball- 
win, saying he has long thought it was 
“strange we were released 20 minutes 
after the inauguration*' of a new presi- 
dent, called on the government Thurs- 
day to look into the matter. 

“I think there needs to be an investi- 
gation, and if there was wrongdoing, 
we ought to try to find whoever was 
responsible and try them,*’ Sickmann 
said. 

The White House said Thursday it 
had no such plans. “1 just don’t think 
anything is contemplated. Our posi- 
tion is it's all been gone over before 
nd there s nothing there, said Doug- 
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WASHINGTON — President 
Gevrge pomaded he table and 
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1 sought to dissuade him from 
going ro wmr gainst Iraq 

< Ttehady'^ going to drive a wedge 
between him and roe,'* Bush said heat- 
edl> when asked about ’’The On- 
nnodeis, a new booh by investiga- 
te journalist Bob Woodward of 
A^ergate fame. He is assistant man- 
aging editor of The Washington Post 
Bush said he had not read the book 
b jL declared that passages "tailed to 
my attention' were untrue He derid- 


Sickmann Says Wrongdoers Should Be Tried 


las Davidson, assistant press secretary 
to President George Bush. “The vice 
president had no involvement in any- 
thing like that,” Davidson 
said of Bush, who was 
vice president when the 
hostages were released 
on Jan. 20, 1981, 

Congressional officials 
also said Thursday that 
they were planning no in- 
vestigation but were look- 
ing into whether one was 
justified. 

The controversy arose 
last week when Gary 



Sickmann 


Sick, a national security official under 
former President Jimmy Carter, 
wrote that his research suggested that 
aides in the 1980 presidential cam- 
paign of Ronald Reagan had secretly 


indicated to the Iranians that they 
would be supplied with arms if they 
waited until after the election to re- 
lease the hostages. 

The hostage situation has 
been credited with helping 
Reagan defeat Carter's re- 
election bid. After Sick spoke 
out last week. Carter said an 
investigation was warranted. 

Frank Sieverts, spokesman 
for the Senate Foreign Rela- 
tions Committee, said Thurs- 
day that panel members were 
assessing whether a probe 
was merited. 

An aide to House Speaker Thomas 
Foley said any investigation would be 
by a House committee rather than the 
speaker s office. 


Sick's and Carter's comments were 


like “a big red flag” to him, said Si 
mann, who works in the sales t 1 a in 
department at Anheuser-Busch C 
Inc. and lives in Ballwin with his w 
and three young children. He said: 
“If you were in a situation as I n 
self was, along with the other 51 in 
viduals, and you're held 440 da 
wouldn't you be upset to find U 
someone might have ( ying to work 
basically keeping you there longer 
Eight servicemen were killed try= 
to rescue the hostages, he recalled, 
Sickmann said he had wonder 
during the Iran-Contra Srearings ab<: 
the role domestic politics played 
• he timing of the hostages’ release. ! 
stressed that he had no reason to l 
lieve Sick's allegations were true a 
said he hoped they weren't But 
added: “Who’s to know, if we do 
have an investigation? I think i 

something we should go ahead ai 
look at.” 


Repo 


ed its “unnamed sources'* and quotes 
*put in the mouth of somebody when 
they weren't there " 

When asked about ihe hoofed con- 
tention that Powell had favored a 
sx of contain meat after Irsc in- 

voided Kuwait, Rush declined to m- 
< * er diretilji s*yfc« m h >*-. re . 
con: EhaL Irn one that doesn't 
believe m tryiry to point out differ- 
enveSs Ke added that, if adviser*! ie f 
that every time they advice it 
was ^ 0ia * t0 advertised, £ wouldn't 

set any advice; 1 

A ooc ward’s book depicts Powell, 
chairman of the Joint Chiefs of Staff* 
as “stunned” by Bush's pronounce-* 


Of Split With P owell Over Iraq 


menr three days after Jr^ s Aug : 
invasion of Kuwait that “this will not 

"k. hk -m. ^ Jt \ ' 


stand, this aggression against 
Kuw-ait." 


Woodward wrote, “The chairman 
could not understand w hy the presi- 
dent had laid down this new marker, 
radically the deflnitioci of 
success. Reversing an invasion was 
probably the most difficult military 
imaginable, and Powell, the No, I 
military* man, had been given no od~ 

portuni^ to offer his assessment." 

^ ok , says Powell told Adm. 
lUmm J. Crowe, his predecessor as 

the i oi nt chiefs, in a 
meeting at the Pentagon on Nov, 2? 



that *TVe been for a contain 
strategy, but it hasn't been & 
around here or over there" — 
ing the UTdte House. 

The book says Powell had 
the issue in October with Dei 
rotary Dick Chesey: Brent 
the president’s national securit 
visen Secretary' of State Jami 
Baker IBfe and finally with Bush, 
ell told the president that it might 
iwo years for the Uil blocks 
force Iraq to withdraw from Ku 
it win work some day," 
t>ush is said to have replied, *T 

think there's time poUtically for 
strategy,* 
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Political Break in Inslaw Case 


JR ttorney General Dick Thornburgh 
D haft made hts peace with Jack 
liruokft, the formidable Texas 
Democrat who heads the House 
Judiciary Committee, Last Friday, an 
an ord waft announced that will allow 
Brooks to see Justice Department 
documents that have been withheld for 
years in the smelly Instaw case, the 
eight-year-old dispute over the 
department's handling of computer 
software, Washington immediately leapt 
to the conclusion that Thornburgh, the 
former governor of Pennsylvania is 
running for the Senate, to fill the seat 
left vacant by the death of John Heinz. 

Thornburgh fed speculation by 
deck* r ing he was "considering it” (the 
race). His aides insist that his decision 
to give way on the question of the 
Inslaw documents was taken months 
ago# long before he had any ideas about 
xW Senate# Still, the timing, the 
t U a unp of the r 'eck», seems like the act 
of a man who fa trying to tie up a few 
Iry/ e f- rid', before taking the plunge. 

In the White House happy to be 
loo ing a Cabinet officer? Not so you 
would notice it. President Bush already 
has chosen a successor, according to 
political Californians, Their erstwhile 
governor, George Deukmejian, bored to 
death in private law practice, is dying to 
take Thornbrugh's job, and is being 
encouraged to think he will — thereby, 
theoretically, pleasing the most 
populous state in time for 1992. 

1 horn burgh's relations with the 
White House have improved steadily 
after a bumpy Start, His choice of Bob 
Fiske of the American Bar Association 
a':, hb deputy, caused much bristling 
among the conservatives — Fiske had 
committed the unpardonable offense of 
failing to deliver a unanimous ABA 
committee vote for the Supreme Court 
nomination of Robert H Bork, 
Thornburgh withdrew Fiske, 

Since those days, Thornburgh has 
demonstrated a hard-nosed concern for 
White House interests in the touchy 
area of the Iran-contra trials, fighting to 
disbar embarrassing documents, 
witnesses and even defendants. 

In the matter of Inslaw, White House 
views are not known. The messy case 
involves computer software developed 
by a family firm, which claims it was 
pirated by friends of former attorney 
general Edwin Meese HI and sold 
around the world; it is dragging through 
the courts with Dickensian slowness, 
\ m tit by recusing judges and recanting 
witnesses, Thornburgh has displayed 
extraordinary solicitude for a 
predecessor and contempt for the 


tVd 


Ju a 1989 letter to Brooks, 
Thornburgh wrote of Nancy and Bill 
Hamilton— he is the inventor of the 


software, she is the vice president of 
the bankrupt firm— that “they spin 
these tales of conspiracy theories and 
proffer them to whoever will listen.’' 

But some people have listened. In 
Canada, for instance, where the 
disputed software is being used by the 
Royal Canadian Mounted Police, Inslaw 
is big news. The most inconvenient 
aspect of the case has been the 
retention by the Ha mil tons of former 
attorney general Elliot Richardson, 
whose presence guarantees a certain 
dignity and news media attention to the- 
proceedings. 

A man who is running for the Senate 
would certainly not want quotes from 
Richardson being used by his opponent. 
The last time Richardson went to court 
in the case, he said, in a manner 
calculated to make a candidate's flesh 
crawl, “I am not prepared to charge the 
government with obstruction of 
justice” — which meant, of course, that 
he is prepared to do so. From him, such 
a charge could be damaging. Inslaw 
seems on the surface to be a 
particularly nasty contract dispute, but 
its tentacles reach into alarming places 
like the Iran-contra scandal and the 
allegedly delayed return in 1981 of 
Americans held hostage in Iran, 

The question is whether Thornburgh 
understood the implications of Inslaw 
and so behaved as he did for several 
years, or whether he never really 
grasped them and ignored the case out 
of a reluctance to take hold of a slimy 


mess. 

Thornburgh’s press secretary, Dan 
Eramian, says his boss has not decided 
about running for the Senate. 
Pennsylvania Republicans pray he will. 
He would be invincible, they think. 

After two statewide campaigns for 
governor, he has total name 
recognition. Anyone skeptical about his 
strength has merely to look at the 
absence of Democrats eager to fight 
f or — or even accept— the six-month 
vacancy that Democratic Gov. Robert 
P„ Casey must fill. No one thinks the 
brief incumbency would offer any 
advantage against Thornburgh. 

Harris Wofford, a distinguished 
alumnus of the New Frontier and the 
Peace Corps, is being pushed for 
consideration. He was Casey's 
campaign manager. He is known i or his 
Ghandian views on military and political 
combat. He would, however, know what 
to make of charges like coverup, 
stonewalling and other practices that 
have characterized the Justice 
Department's handling of Inslaw. 

Politics is a wonderful thing. Because 
of Thornburgh's ambition, it is possible 
that something like justice may be done 
in a case that, as columnist James J. 
Kilpatrick said, “stinks to heaven." 
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A Sick tale of campaign corruption 


Quick, wtio b 
Kitty Keltey? 

An easy ques- 
tin n. By 


ty book 
her the 




Who is Gary 3*ck? 
evee rit£ a 
will, tJm 



Ebey nt And that's aofsrt uaarfe. 
Side n vrrttmg a book sbost FVoo- 
ft ea ga m that vUl be id finitely more rig- 
nfteaci end shocking than KelLey'x. 

Be book isn’t Brushed yet, but heh been 
tm the artworks tallriag about vtmt fats rc- 
seartb has tomed up and has previewed 
to eont»&ts m The New Ycwk Timea. 

tot because there's nothing in it about, 
W Bine E^es. U hasn’t stirred 01% of the 
owriia iolerwtlfeiU-y** book has. 

All Sick's book will do h present power* 
^ riftnamtsiUial evidence Dial fteegan 
*** ejected Preudect in 1380 by v^y of the 
ffenlest duty trick is our political history. 

In ca*e you're tnieresied,' and raided 
Sick on p> i Mh- TV and ~Nigfcttmt,r HeieV 


Reagan's campaign team Cut a secret deal 
with the Ayatollah Khoneiru aot to release 
dhe ecEtb&sf^y hostages ra Iran until after 
foe IS80 election Thai way. President Jim- 
my Carter couldn’t take credit sad reap 
the political benefits. Instead, Carter 
would Wok like a hapless mope *sd tose 


finally released 30 mlmites alter R esg» 
worn m, Ron would book like the 






to the election. This country 
worked into a ktnxy by the nightly TV jolts 
cf cb anting Iranian America-tatef! out- 
side ovtr embassy. Alxbough the hostages 
were alive, there wasn’t ranch Carter or 
any President could hare done to get them 
out without the risk of getting them killed. 
One rescue mission bad Caftect 
However, Carter bad i at posed trade 
ssaetiom Iran was feeling the pinch 
ow its nolltaiy hardware, so Carter herped 
ae could cut him own deal for their relcasc- 
Aod that, according to Sit k, was what 
scared the Reagan camp, f Carter pulled 
off what they nervously called an “tklobcr 
Surprise^ — standing proudly in front of 
the TV cameras with the freed hostages — 
be would suddenly look effective, bercue, 
and might win the election after alt . 

, Sick's sources, who area a hunch of me- 
ter maids, said that’s when Reagan’s politi- 

* " 4 Reagan's 

ftliita Casiy; * 




ayatollah would hang onto the prisoners 
until toe election was over and Carter had 
been made to took like a wimp. In return, 
the Reagan admlr nitration wodd Uun on 
the weapows spigot Egt Iran. 

T%H isn't some bizarre scenario that f~*t 
popp ed unto a hungry writer’s heed. Stck 
via a car eer naval ofTvfer ato was on the 
NatM»ai Security Council staff daring Car* 
tar's aitmhutrtoM. He's an expert in fee- 
tip relations, prremmet it snooping and 
tweaking, and bus a repntaltoa tor being 
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Was Garter robbed? 

brilliant plot hatcher from his days in mill* 
tary intelligence, and brier as head of Rea- 
gan’s C(A_ Reagan’s running mate was, of 
course, George Bush, former head of the 
CIA. Tt**re was no lack of experience in 
plot hztdwH 

Use de^i involved Arab go-bo tweons aiid 
secret tr»|is ro nficotings, in Spain and 
France. Israeli intelligence got in o« it be- 
cause Israel didn’t want to see Iran be-: 
come so militarily weak thac itbceeEdrrt,: 
flgftf btf n»q. So the deal was madci^Thlgi 


Bftkv probing thinker And it appears he’s 
done a thorough job of researt?i* 

He’s talked to people who say they were 
part of the deal or knew of it: gorornmet* 
intelligence agents from this country, Isra- 
el and France, inlemtloiuri weapons mer- 
rhants, cadi handlers a i *1 ofhe ra. 

It s being suggested that Congress ap- 
point a special commission of experts to 
sift through the evidence. 

1 don’t know if that's the beat way to a ->. 
ket the story. If there wore hearings, they’d 
probaWy be shown on CSpan. And when 
Sick's book comes orut, it will be reviewed 
oy The Nation magaztoe. 

No, if they want ibis stc ry to hit it 
Uk; should flunk about bringing in Kilty 

•Wifjf as Sick's co-author. That w*y 
tbey'U kaw a sfcot at ''Kntc*-uinmc*if To 
ought* and “<ieriJdo.*' And even if Si.sai r 
w- PT h^f. wera*, tanche^ ,w»tt) he ayalot- 

» Mk*t4Ski P*wve.h« didn't?. 
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NEWS SHORTS 

House panel gets Inslaw papers 

After months of resistance, the U.S. Department of Justice 
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E XACTLY A YEAR ago this week, we pub- 
lished an editorial praising Attorney Gener- 
al Dick Thornburgh for his decision to 
cooperate with the House Judiciary Committee’s 
Investigation of the Inslaw case. “After six years 
of stonewalling,” the editorial said, "the Justice 
Department has finally taken a conciliatory step 
toward getting to the bottom of a nasty contract 
dispute.” . . ' 

- : We wrote too soon. The department continued to 
resist the committee's request for some documents, 
and the investigation has been hamstrung while 
lawyers argued over what should be shared and 
what should remain secret. This week agreement 


was finally achieved — or so we think — and after 
siven years of ‘ stonewalling the department has 


pledged full cooperation. 

. ^ Inslaw is a small computer software company with 
headquarters in tliis city. The company signed a 
contract with the federal government in 1982 to 
supply all 94 U.S. attorney's offices with software it 
had - developed to track the progress of cases and 
compile information about caseloads. Tfie contract 
accounted for 70 percent of Inslaw's business. In early 
1984, though, the government terminated the agree- 
ment, and the company slid into bankruptcy. From the 
government’s perspective, matters went downhill from 


there. Inslaw won an important victory in bankruptcy 
court, where a judge found that the department “took, 
converted and stole” the company's property “by 
trickery, fraud and deceit” He said the government's , 
conduct demonstrated “bad faith, vexatiousness, wan- ' 
tonness and oppressiveness,” and while that language 
may seem strong, U.S. District Court Judge W liliam 
Bryant agreed completely. In 1989 he ordered the 
government to pay Inslaw $8 million plus attorney’s 
fees. That decision has been appealed. 

Meanwhile, committees in both houses of Congress 
took a look at the case. More is at stake than money, 
for what Inslaw charges, in a nutshell, is that some 
officials in tue Meese Justice Department and their 
friends deliberately drove the company out of business, 1 
stole the software and liave been making a fortune 
selling it here and abroad. The probe on the Senate 
side was inconclusive bemuse the department refused 
to comply with requests for documents. The House 
Judiciary Committee Iras been more insistent, and now 1 
Chairman Jack Brooks’ (D-Tex.) persistence has paid 
off. The attorney general will let committee investiga- 
tors see every document, though it is understood that 
some material sensitive to the litigation will be treated 
in • confidence. This simple arrangement should not 
liave taken nearly so long. The breakthrough is 
welcome. We hope it is for real this time. 
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•The Election Held Hostage’ 
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Bfeaneke's 1990 trial was the gov- 
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on the fire-OQUBt incfietraent was Bren- 
wefce GO, the garycmmeal zero. 

Despite kipressatg the fmy, Bren* 
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person to describe the role trf <uc Moa* 
sad upentms In helping the contra- 
supply operations. Acoorfiog to dated* 
handwritten ncto by a Defense Utefi- 
ge»ce Agency officer* Dronekt passed 
word through his attorney that national 
security adviser John Poindeiter was 
seiikig TOW nbsies to Iran — three 
days before Pn 






(y coc^ectcred that Breanekt mast have 
had a we^«forraed friend. 

HosesbaB makes a big usoe oat of 
why OA-coonected Iranian busmens- 
men Cyras and Jamdwi 1 bsfaecsi did 
not tel Cyrus Hashmafs lawyer* EBh* 
Rkhardson, about the hostage 6e?J 
they were iekficfced for iSegalama 
m 1984. Rkhardsoo* known ter 
Ins personal integrity, is perhaps the 
b«t lawyer m America one would re- 
cant to bbctoad tbe CIA dkector into 
subverting the legal process. 

ifoaenbal omits another key fact: 
Tbe CIA d&d help Hte Ifashetrns beat the 
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be Haafaema abont the pending indk&* 
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Awl neither Cyrus nor Jamshid ewer «fid 
go to j*L A better quesrion might be: 
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stay mV, when be seems to barve 
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Kosenbrf c ant seem to accept that 
gcwOTrtent officiab doat always tell 
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recdy dahoed that his lligjit sanc- 
tioned by the US. government. Top 
mh oirr wttw tfos officials, indotSng then- 
Vice Pressdeat B«sh, denied any US. 


On the 1980 alleged hostage deal* 
Ho seohaH scents mwe iitereated ui 
rkfecaliag potential witnesses thae in 
getting to the bottom of a historically 
import uit tlmy. 
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Evidence suggests that the Reagan campaign and 


it and Iranian officials cynically conspired to affect the outcome of the 1980 election. 


< 



New information about the alleged 1 980 arms-for-hostages deal 

that put the Republicans in the White House 


On Jan , 20, 1981, Ronald Reagan wqs sirom 
in as (he 40th U.S president Minutes later, 
Iranians watches in hand, waved an 
airplane down aT eheran airport runway It 
carried 52 Americans who had been held 
hostage for 444 days . 

An ever-mounting body of evidence — first 
reported comprehensively in In These Times 
CD id Reagan steal the 1980 election ? " June 
24, 1987)— indicates that there may hove 
been a dork final chapter to the hostage 
\ crisis, a shadowy side of the story that was 
i kept from the A merican pu blic This evidence 
suggests that officials from the Reagan -Bush 
l 1980 campaign cut a deal with Iran before 
the 1980 election— not to get the US hos- 
j tages back but to keep them there to ensure 
President Jimmy Carters defeat 

Reagan s top pollster predicted a Carter 
victory if the White House could pull off an 
"October Surprise" ond gain the hostages re- 
lease before the election. Journalists Jack 
Germond and Jules Witcover wrote that the 
Reagan-Bush campaign anticipated such a 
J surprise with a "trepidation bordering on 
paranoia . * 

The campaign organized to prevent Carter 
from gaming that advantage. According to 
the New York Times and a congressional re- 
port, the Reagan-Bush campaign established 
an m October Surprise Group w — an “intellh 
gence operation 9 headed by Reagan-Bush 
campaign aide Richard Allen b — to monitor 
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the Carter administrations hostage negotia- 
tions and formulate countermoves 

But it appears that no one was monitoring 
the Reagan-Bush campaigns alleged secret 
hostage negotiations After all [ who would 
have imagined that private individuals in the 
Republican Party would conspire to manipu- 
late not only the 52 hostages held in Iran to 
serve their own purposes but also the Amer- 
ican democratic process? 

Those alleged negotiations arguably set 
the standard for White House politics 
throughout the 80s Other scandals were ex- 
posed, but the full story of the u deal of the 
decade * is still being written. 

By Joe! Bleifuss - 


L ast fall in Manhattan^ southern Dis- 
trict Court, another chapter in the 
Iran-contra drama quietly played 
out. The U JS. government had 
charged Ari Ben-Menashe with attempting 
to sell in April 1989 three military transport 
planes, which belonged to Israel, to a man 
who claimed to represent Iran but who actu- 
ally was a U S. customs agent. In court, Ben- 
Menashe claimed he was an Israeli agent 
working for Israeli Prime Minister Yitzhak 

Shamir * 

The most compelling witness for the 3P- 
year-old Ben-Menashe was Rajiz Sam- 


ghabadi;, a former Time magazine reporter, 
Samghabadi testified that Ben-Menashe had 
told him in early 1986 of the Reagan admin- 
istration’s arms deals with Iran to free the 
US, hostages held in Beirut. On Nov. 3, 1986, 
the Lebanese newspaper At Shirra printed 
an account of those arms deals, thereby ex- 
posing the Iran-contra scandal. Clearly, Ben- 
Menashe had intimate knowledge of behind- 
the-scenes political intrigue. 

Samghabadi further stated to the Manhat- 
tan court: “Ben-Menashe consistently tried 
to get a story in print [in Time magazine] ... 
saying that as of 1980 that there was a huge 
conspiracy between the tJS. government and 
Israel to supply Iran with billions of dollars 
of weapons off the books, without legal chan- 
nels knowing anything about them and it 
was still continuing at the time he talked to 
me„ He was extremely perturbed that de- 
spite highly specific information, Time 
editors refused to run that stoiyU 

The conspiracy Samghabadi was referring 
to includes the alleged deal between the 1 980 
Reagan-Bush campaign and representatives 
of the Ayatollah Ruhoilah Khomeini to delay 
the release of the 52 American hostages held 
in Teheran until after the Nov. 4, 1980, pres- 
idential election. (Whe n investigating that 
alleged deal in 1988, I interviewed Sam- 
ghabadi several times. He professed knowl- 
edge of and sources for such a deal but would 
provide no particulars. See “Deal of the Dec- 


ade," In These Times, Oct. 12, 1988.1 
After a six-week trial that garnered littk 
media attention, a jury found Ben-Menashf 
not guilty. Nonetheless, he had beei 
punished, spending 11 months and three 
weeks in jail awaiting trial without bail. Ac- 
cording to federal sentencing guidelines, the 
arms-dealing crime for which he wa: 
charged carried a recommended 15-montl 

M 

sentence. 

Two weeks ago, I interviewee! Ben-Menashe 
at his home in downtown Lexington, Ky, Re 
cently he has been busy giving interviews b 
the press. In the past two weeks reporter 
from the Financial Times of London, the 
Yorkshire Post of England, the Jerusalen 
Post , the New York Times and the Sf Lout 
Post-Dispatch have all beaten a path to hb 
Kentucky door. 

Unlike most covert operators, Ben-Menashe 
has chosen to make public what he kep t secret 
—for 14 years. What prompted this decision" 
“I was left to hang dry here in the States,’ 
he responds. “So many people have died. St. 
many people have gone to jail.Coverup after 
coverup. it keeps going on and on. The timt 
has come to stop this." 

Iran unravels: Ben-Menashe, an Israel 
whose parents were Iraqi and who grew u; 
in Iran, insists that the only way to under 
stand the alleged 1980 arms-for-hostage dea 
and those that followed is to examine 
geopolitical relations among the LLS., Israel 
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„.er the past 15 years. To that 
n-Menashe laid out the following in- 
rpretation of recent Middle East history 
nd his role as one of the Israeli players. 

During Ben-Menashe’s trial, the Israeli gov- 
•rnment maintained that he was merely a Farsi 
ranslator for Israeli military intelligence. But 
oumalist Robert Parry, who was the t tiief in- 







The Election Held Hostage,” went to Israel 
md verified Ken-Menashe's claim that he 
worked for the Externa! Relations Department 
ol the Israel Defense Forces Military Intelli- 

f 

In 1977, when he was 26, 
ivs he joined the IDFMI as a civilian. Previ- 
mslv.he had helped crack the shah of Iran's 

IP ‘I 

secret intelligence code while doing his mil- 
itary service in the Signals Intelligence Unit. 
According to Ben-Menashe, at IDFMI he 
worked in the exclusive External Relations 

Vpailmonl. the branch ol Israeli intelli- 
gence that controlled relations between Is- 
raeli and foreign intelligence communities. 

From 1977 to 1979, Ben-Menashe says, he 
worked on an External Relations desk hand- 
ing "foreign flow of intelligence and mater* 

ity was Iran, and during those 
years he says he frequently traveled to Tehe- 
ran where he met with his counterparts in 
Iranian intelligence. 

W 

Since Ben-Menashe had spent his youth 
in that city, he blended in easily when he 
visited Teheran University, There, in 1977, 
< ||k made i fiends with members of Iran's left 
and clerical opposition movements, *1 sent 
back reports that the shah was on his way 
out," he says. 

That view was bolstered by Israeli Prime 
Minister-eU^ t Menaehem Begin, who, after 
meeting with the shah in 1977 f concluded 
that the monarch, who suffered from cancer, 
was mentally slipping, 



m i it 


M 




of 1980 in which the president made it clear 
that the Israelis had to stop that,' and that 
we knew they were doing it. and that we 
v ■ d not ahow it to continue." 

Begin, in deference to Carter, stopped all 
such arms deals between Israel and the Iran- 


Double dealing: In early 1980. according 
to Ben-Menashe, both the Carter administra- 
tion and the Republicans who hoped to cap- 
ture the V hit c House that November wanted 
to make a (teal with the Iranians to get the 
American hostages released. 

In its efforts to reach an agreement with 
Iran, the Carter administration asked Iranian 
arms dealer Cyrus Hashemi and his two 
brothers to serve as intermediaries between 
the Carter administration and Iran. 

"But Carter and his boys were doing all 
the wrong things." says Ben-Menashe. “The 
Hashemi brothers were basically frauds. 
They had enough connections to sell arms 
to the Iranians, but they didn’t have the con- 
nections to get the hostages out. f hey 
needed real connections to Khomeini and 
the approval of different factions in the Su- 





on 



leans, says 

Ben Menashe. were intelligence officers in 
the Carter administration who had worked 
with George Bush when he was CIA director 
.... 1976 to 1977. 

According to Ben-Menashe. Carter made 
a fatal mistake when he named Stansfield 
Turner to replace Bush as QA director. Car- 



■ One was Robert McFarlane. Ben-Menashe, 

in a recent sworn deposition’ for an ongoing 
federal case, stated that McFarlane had a "spe- 
cial (paid) relationship" with Israel since 1978, 
when he worked as an aide for the late Sen, 
John Tower (R-TX). Subsequently, McFarlane 






that Ben-Menashe’s accusation is “absolutely 
alse.” However In These Times has learned 
from a source wiio requested anonymity tuat 
the ?! is now investigating the allegation that 
McFarlane was an Israeli agent. 

According to Ben-Menashe, the other Re- 
publican representative was Earl Brian, a 
former secretaiy of health and welfare for 
California under Gov. Reagan who left public 
service in 1974 to deal arms to the shah's Iran. 
Brian, say's Ben-Menashe, was well connected 
to Iranian Prime Minister Mehdi Bazargan, who 
resigned the day after the American hostages 
were taken in Teheran but continued to play 
a prominent role in Iran's government. Both 
men, says Ben-Menashe, “worked vey close- 
ly” with ' iates, who at tl le time was an aide 
to CIA Director Turner. 

In February 198b, says Ben-Menashe. 



met with Bazargan to arrange a series of 
meetings between Casey and representa- 
tives of Khomeini. 

According to Ben-Menashe, between 
March and September i 980. Casey met with 
Iran's Ayatollah Mehdi Karrubi four times in 

w 

Spain to discuss the following deal: Iran 

• p 

would hold the hostages until after the elec- 



a 


So many people have gone to j 



coverup, it 



going on 



time 



come to stop 



u 



claims that the Israelis were acutely aware 
that their involvement as middlemen in the 
arms transfers could be interpreted as sub- 
verting “legal government in the US.." 

Ben-Menashe says that it was CIA Director 
Turner who asked Begin to aid the Republi- 
can negotiating team. Turner, says Ben- 
Menashe. led Begin to believe that he would 
continue to head the CIA under a Reaean- 
Bush administration. Turner has denied this 




Washington neeting: On Oct. 2. 1980. 
Ben-Menashe says he met three members of 
the Reagan-Bush campaign at the L'Enfant 
Plaza Hotel in Washington. D.C. He says he 
presented- the three— McFarlane. Richard 
Allen and Laurence Silberman — with an al- 
ternative deal to the one that Casev 

m 

negotiated in Madrid. Ben-Menashe says that 
the Israelis had arranged this deal with Iran 
because they had qualms about playing a 
role in helping the Republicans subvert the 
Carter administration's attempts to nego- 
tiate with the Iranians for the hostages' re- 
lease. 

At the time, McFarlane was working for 
Sen. Tower on the Senate Armed Services 
Committee. McFarlane later served as Rea- 
gan's national security adviser. It was McFar- 
lane who negotiated the 1985 secret arms- 
for-Beirut-hostages negotiations with Iran. In 
1980. Allen was the Reagan-Bush campaign’s 
foreign-policy adviser. He later became Rea- 
gan's national security adviser. Siiberman. 
an Allen aide during the 1980 campaign, was 
later appointed to the federal judiciary. 

A photocopy of Ben-Menashe s notes on 
the meeting reads.in part. "Oct. 2. 19S0.East- 
ern Shuttle. D.C.. E. RIaza Hotel To meet 
Silverman. Allen. Bob McFar. 40 page docu- 
ment F-14 parrs already paid for. in return 
'lie hostages. Swap in Karachi. Charter 
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; Iftm.ut intelligence 

Mure IVtrMffUHfjht had spent hist nniHi 
Mi thiil t;ih\ ht blendfed fh easily when hr 

Visited Teheran University, There. in ] 977, 

v made friends with mefnK'ts of Iran’s left 
iiffd clerical opposition movements *'l sent 
back reports that the shah was on his way 
out * he sa^. 

That view* was bolstered by Israeli Prime 
- Minister-elect Menachem Begin, who. after 
meetiwf with the shah in 1977. concluded 
that the monardt, who suffered from cancer, 
was mentally slipping. 

.After 1977. the Israeli intelligence commu- 
nity came to accept that “the shah was head- 
ing out and passed that assessment on to 
the US. But, says Ben-Menashe. “the Ameri- 
cans told us that we had lost touch with 
reality.'* 

The Carter administration s misreading of 
the political situation in Iran fueled doubts 
m Israel about UTS. Middle East policy. Says 
Ben-Menashe. "There was a feeling that there 
was a complete lack of understanding of that 
part of the world by the 115 ** 

In January 1979. the shah fled Iran, and in 
February Khomeini arrived from Pans and 
assumed power. “In Israel, we weren't too 
sad about it," s ays Ben-Menashe. "The re- 
gime would be radical a; id Shiite— and. yes. 
they would have an anti-Israeli stand— but 
l hey would also be anti-Arab" 

W 

Liter that vear. according to Ben-Menashe. 
Israel received intelligence that indicated 
Iraq* Israels longstanding enemy, was 
mobilizing its military. Israel now had a di- 

* 1 V 

reel interest In arming Iran. 

But Israels ability to support Iran by pro- 
viding badly netted American military spare 
parts was complicated on Nov. 4. 1979, when 
radical Iranian students seized the ILS. Em- 
bassy in Teheran, taking American diplomats 
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(noting to Ben Menariie, between 
Matt h and September 1900, Casey met with 
ban s Ayatollah Mehdl Korruhi four times in 

Spain to discuss the following deal I ran 
would hold the hostages until alter the elec* 



it 


So many people have died," says Ari Ben-Menashe. 
So many people have gone to jail. Coverup 

after coverup, it keeps going on and on. The time 
has come to stop this. 


ff 




In April Ben-Menashe says, he helped 
arrange Ihe sale to Iran of U 5 .*niade F -4 jet 


ter shoo’d hav e made “sure that all the Bush 
people were thrown out* Carter had earned 
the enmity of many CLA officers following 
his heu secleaning of the agenev that was 

O ip 

prompted bv congressional investigations 
into earlier CLA misdeeds. 

Two of the CLA officers Ben-Menashe savs 

m 

Carter would have been wise to get rid of 
were Donald Gregg and Robert Gates, both 
of whom held prominent positions under 
Carter and later Reagan. 

Gregg, a career CLA officer, served as the 
CLA’s chief of station in Korea during Bush's 
leisure at the CLA. At the time of the hostage 
crisis, Gregg worked in Carter’s National Se- 
curity Council (NSC) as CLA liason. After the 
election, he was named Vice President 
Bush's national security adviser. He now 
serves as ambassador to Korea. 

Gates, also a career CIA officer, served on 
Gerald Ford's NSC Under Carter he remained 
at tiie NSC and was later executive assistant 
to CLA Director Turner. Gates* career pros- 
pered under the tutelage of Reagan's CIA di- 
rector and 1980 campaign manager, William 
Casev Gates now serves as Bush s deputy 
national security adviser. (See "The First 
Stone." April 10. 1991.) 

GOP dope: Tn early 1980. it was already 
dear that it was going to be a Reagan -Bush 
ticket," says Ben-Menashe. who explains tliat 
this information was contained in an intelii- 


tion, and in return, the Reagan administration, 
after taking office, would release frozen Iranian 
assets and provide >an with US. weapons, it 
was not however, decided at the meetings 
how the weapons would be transferred to Iran 
via a third party, (Karrubi is now speaker of 
the Iranian parliament. Frontline, using other 
sources, reports that Casey and Karrubi met 
twice in Madrid, once in July and once in Au- 
gust 1980.) 

That August, the Iranians struck a simi- 
lar but separate deal with the Carter admin- 
istration. CLA Director Turner told Frontline 
that the Carter administration negotiated its 
deal with Sedegh Tabatabai. a young busi- 
nessman related to the Ayatollah Khomeini 
through marriage, Tabatabai told Frontline, 
"At the end of the talks. I was very optimistic. 
Carter had accepted the conditions set by 
the Iranians," 

Party 4 reports on Frontline, "The Iranian 

offer mirrored the agreement that Casev had 

® * 

allegedly accepted in Madrid," But after strik- 
ing the Carter deal, the Iranians expressed 
’ little interest in finalizing it before the 1980 
election. 

Although Begin had respected Carters 
wishes since April 1980 and curtailed arms 
deals with Iran. Israels prime minister 
changed his mind tliat August, throwing lus 
support to the Republicans. According to 
Ben-Menashe, Begin wrote a directive, that 
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ff ir Belfubhbltiges negotiations with Iran In 
1980, Allen was the Reagan Bush campaign's 
foreign policy adviser He later became Rea* 
gan s national security adviser Silberman 
an Allen aide during the 1980 campaign was 
later appointed to the ledera 1 judiciary, 

A photocopy of Ben*Menashe c s notes on 
the meeting reads, in part. “Oct. 2. 1980, East- 
ern Shuttle. D.C . E Plaza Hotel To meet 
Silverman. Alien Bob McFar. 40 page docu- 
ment F-U parts already paid for. in return 
0; the hostages. Suap in Karachi. Charter 
7077 According to Ben-Menashe. the Iran- 
ians had told the Israelis that they would 
release the American hostages immediately 
in exchange for U5.-made F-14 parts that 
:rai. under the shah, had already paid ior 
He says that the three .Americans “turned 
that deal down ~ 

Ben-Menashe says they rejected the dea 
because the Americans “wanted the hos- 
tages held until after the election. The Iran- 
ians were dying to get rid of the hostages 
3ut the Americans wanted to strike their owr 
deal, not an Israeli one. with the Iranians, sc 
they threw that one out the window anc 
struck their own deal later [that month! it 
Paris: 

Over the past four years. Allen. McFarlam 
and biibemvan have publicly acknowledge*, 
that they met an Iranian representative a 
L Enfant Plaza Hotel in early October 19St 
and that the Iranian told them that his coun 
in was willing to release the hostages to tlu 
Reagan campaign. All three have insisted 
that they dismissed the offer and that they 
don't remeniber the name of the man the\ 

4 i 

met with Alien s*iid he lost his minutes o 1 

the meeting. He told Frontline * "Eventually 

I'll be able to find the memorandum I v\ rote 

on this meeting, but I haven't beeen able to 

* 

find it vet’ 

According to Ben-Menashe. he was ac- 
% 

ompatiied at this meeting by the late 
Houslwug Lnvi. an Ir.mtan-btmi nniu^ denlei 
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Iranian intelligence* 

Since Ben-Menashe had spent his youth 
m that city, he blended in easily when he 
visited Teheran University, i here, in 1977 
he made friends with members of Iran’s left 
and clerical opposition movements M I senr 
back reports that the shah was on his way 
out* he says, J 

That view was bolstered by Israeli Prime 
1 Minisfer*e!ect Menachem Begin who ait< r 
meeting with the shah in 1977, concluded 
that the monarch, who suffered from cant er 
wii mentally slipping. - * 

After 1977, the Israeli intelligence commu- 
nity rame to accept that ’the shah was head- 
Iftg out and passed find assessment on to 
the VS. But, says BeruMetwihf, "the Amert* 

cans told us that we hid lost touch with 
reality" 

The Carter administrations mlireadlng of 

f,R * Him < il ''dilution in Iran luH'-d doubts 

in Israel about VS, Middle East policy Says 
Ben-Menashe, There iv;r, a filing that there 
was a complete fat k of understanding of that 

part of the world by the US," 

In January 1979, the shah fled Iran and in 
February Khomeini arrived from Paris and 
assumed power. In Israel, we weren't too 
sad about it, says Ben-Menashe- "The re- 
gime would be radical and Shiite— and, ves, 
they would have an anti-Israeli stand— but 
they would also be anti-Arab" 
later that year, according to Ben-Menashe. 
Israel received intelligence that indicated 
Jr.uj Israels longstanding enemy, was 
mobilizing its militan Israel now had a di 
rei t interest in arming Iran. 

But Israel s ability to support Iran by pro- 
viding badly m \ vied \nu i u an military spare 

paris waa complicated tin Nov 4* 1979, when 

radical Iranian students seized (hf U3 Em* 

*' ,v ^ iuTchn.m. i aUiijcAtneMeaiMliploinal I 
hostage 

In April 1980 Ben Mrumihe he helped 
AffAItgV the Hale to bun ol Id S made I i jet 
tiies owned by foil art 

But the i ai (ii administration, which that 
Milt had Imposed ait aims emhaigo on 

m teamed o( the Kale and was \\\wi 

tiamet Pivvident t ailei'a jtftViK Ktn iel“ \ 

«Mtv Bud) h dd M i \ v llieiv had Ihhhi 
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( nfei *md PnmeMudsiet Begin in the apHntt 
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asSKKiS as *•— 


"*"■ Dusn when h*» u-* e no- w ^umtuni. 

from 1976 to 1977. Adirector According to Ben-Menashe. between 

teS£ 52— ■ o*. -* SfiiSfiS SSSsr « «•> 


Turner to replace Bush as CIA directo^Car* huS”? the lo,lowin S deal. Iran 

“ °r- Ur - would hold the hostages until after the elec- 


"to 2SKSS have died ' " “ys Ari Ben-Menashe. 

V P ? 6 have gone t0 J*A- Coverup 

has comrto P ^o D ^hT’' H ° ing ° n ^ 71,6 ,ime 


U r st,ou,(l made *$iirc that all the Bush 

people were thrown ClJf/ r ,rler f,,,r| , Wf | 

f " ; ^ many CIA officers following 

Ul -‘ houMv Jeanlnf of the agency that wait 
prompted by ( iMgreeifonal Invest ipatiori* 
Into earlier CIA misdeeds 

Two of u K- CIA officers Ben-Menashe says 
Cri rter would have been wise to get rid of 
vrere Donald Gregg and Robert Gan-, both 

of whom held prominent positions under 
Carter and later Reagan 

_ Gregg, a career CIA officer, served as the 
CIA $ chief of station in Korea during Bush's 
tenure at the ( IA At (he time of the hostage 
crisis, Gregg tvorked in Carter's National Se- 
curity Council (NSC) as CIA liason, After the 
election, lie was named Vice President 
Bush’s national security adviser, He now 
serves as ambassador to Korea, 

Gates, also a career CIA off k er. served on 
Gerald Ford s NSC. Under Carter he remained 
at the NSC and was later executive assistant 
to ( I A Dire* for Turner, Gales' career pros- 
pered under the tutelage of Reagan's (T\ do 
oh tor and 1989 campaign manager, William 
Casey Gates now serves a 1 , Mush’s deputy 
natlonat mu uni v athisrt (See 'The i iist 
Stone Vpul tl). |(}|) | ) 

OOP dope; In eaily 1980, ft was alieady 
i leai that it was going to he a Kt i grill Mush 
Ik ke| sa\ s Mop Mi iueJie, who expiring that 
this inhumation was contained m an mio||| 
gVlW e tmmftv 4 III ill u all, I aUlllmleii to 

t HI WeiutniM, mmt Mintoter tain * de* 

ten-,, mmistei Writ man said that HUNhhrid 
collided this Inhumation to some of bush's 

IHrudN in Isiadl 

bunding to Men Menavho, In emh 1980 

two Ivepuhtu an campaign icpttwutnMvcjt 

appoMi bed ban about striking a deal 


tion, and in return, the Reagan administration, 
after taking offfee. would release frozen Iranian 
aaaets and provide Iran with VS. weapons. it 
wav not, however, de< iduj at the meetings 
how the weapons would lx* transferred to Iran 
via a third party rKarmbi is now speaker of 
thf Ionian parliament. Frontline, using oilier 
sources, reports that Casey and Karrubi met 

twir e in Madrid, once in July and once in Au- 
gust 1980.) 

Thai August, the Iranians struck a simi- 
lar but separate deal with the Carter admin- 
istration CIA Director Turner told Frontline 
that the Carter administration negotiated its 
deal with Sedegh Tabatabai. a young busi- 
nessman related to the Ayatollah Khomeini 
through marriage. Tabatabai told Frontline 
"At the end of the talks, I was very* optimistic, 
Carter had accepted the conditions set by 
the Iranians/ 

Parry reports on Frontline, The human 
offer mirroied the agreement that Cases had 
Allegedly accepted in Madrid "But after strik- 
ing the Carter deal, the Iranians exp set! 
Utile interest in finalizing it before the 1980 
election, 

Although Begin had nsper ’led Caitn H 
wishes sunt \pnl 1980 and eurlailed anus 
ileal, h with Iran, Is ) acl* piinte ministei 
changed hi* mind lhai August, thtwing hlg 
Huppiu 1 to the Republican Wtwdiug m 

BeihMiHiAAlWi Begin wrtrte a dtwltvei that 

’•Aid 1st ad wtuiM In ip gain |l« iu|* a^e ot the 
\nteilvft0 hoslages l'\ mipptulim; the et 
huts made by much . VuwripftOA Wlur n .* 
not mHHWUtlv memhei ^ ihr &tm\\{ mi 
mmiHiiaihtu/ ikHiMcuaslic m * he saw that 

which \m dtshihutiHi m a *mk 

to Mum IvtsK UeaNosaxs Isvin >dvu isitui 
made wiv he m I an ih Men Mena she 


^an s national security adviser. It was McFar- 
ane who negotiated the 1985 secret arms- 
or-Beirut-hostages negotiations with Iran. In 
1980. Allen was the Reagan-Bush campaign s 
foreign-policy adviser. He later became Rea- 
gan’s national security adviser. Silberman. 
an Allen aide during the : 980 campaign, was 
later appointed to the federal judiciary, 

A photocopy of Ben-Menashe’s notes on 
the meeting reads in part, M Oct 2. 1980. East- 
ern Shuttle. D,C„ E. Plaza Hotel ,* To meet 
Silverman. Allen. Bob McFar 40 page docu- 
ment F-!4 parts already paid for in return 
of the hostages. Swap In Karachi. Charter 
<0j, According io Bhi Mrnasbe, the Iran- 
ians had told the Isr/ietli that they would 
release the American hostages immediately 
In exchange lor Ui.-made F-14 parts that 
Iran, under the shah, had already paid for 
He says that the three Americans "turned 
that deal down/ 

Ben-Menashe savs they rejected the deal 
because the Americans "wanted the hos- 
tages held until after the election. The Iran- 
ians were dying to get rid of the hostages 
But the Americans wanted to strike their own 
deal, not an Israeli one, with the Iranians, so 
they threw ! liat one out the window and 
struck 'heir own deal Inter (that month] in 
Paris. - 

Over the past four years, Allen. McFarlane 
and Silberman have publicly acknowledged 
that they met an Iranian representative at 
LTnlanf Plaza Hotel in early October IPSn 
and that the Iranian told them that his coun- 
try WAS willing to release the hostages to the 
Reagan campaign mi three have insisted 
that they dismissed the offeu and that the) 
dont remember the name of the man thev 
met With, Mien said In* lost his minutes m 
the meeting He told h outline, Eventual!) 
i if he ahir to inul the meiuoi.unluiu I wroh 

on this meeting, imi i haven t beeen able to 

Muudlny to Men Man. ifdu- hr u,ni t u 
tutnpaiiled ,i( thi Mi marling In th< Inn 
s Ion ’hriUv 1 n i alt lumiau hoi u anu » <|t alo| 
ulto had ini \iousl\ htokeunl multlMillion 
dollar l 1 8 weapon «alt s to liau Hut Mrn 
Mvna div »i,n - 1 u*i an l am f| agent did MOV 
paMMpuh Ih IIW meeting law howevei 
W rtoftfftftc a dlllro'Ml sloh saving that 
lu was die h anion who nu t with the lhiv> 
\moi Ivans 
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neeflngs; The alleged deal that 

f had pursued during his meetings in 

83901 with the a>*atollah s representative 
xTudi was finalized at a gathering of Amer- 
ins, Israelis and Iranians in Paris on Oct 
13*22. 1980. says Ben-Menashe. 

He says he was a member of the Israeli 
-roup at the meetings. The Israelis, five men 
«nd one woman, attended the sessions at 
( “ 3Se > ^ request. He needed them to help 
coordinate the arms deliveries to Iran ac- 
cording to Ben-Menashe. “My job was basi- 

ca,, y t0 put together an address book of all 
the Iranians at the meetings." he says 

Ben-Menashe told Frontline, “The Iranians 
•vere basically willing to release the hostages 
immediately. The Americans were saying, 
V\ e cannot release the money so quickly ... 
\eep the hostages until January It will take 
time to release the money. Let’s set a date 
in January for the release,' The Iranians were 

saying, Just give us the money and you can 
get your guys.’ " 

Ben-Menashe refuses to name all the peo- 
i>‘ present at the meetings but does say that 
the Reagan -Bush campaign delegation in- 
cluded Casey and Bush. 

Richard Brenneke, an Oregon-based arms 
-dealer and money launderer, also claims to 
i ve been present at one session of the Paris 
toering. As a witness in a 1988 federal 
rt case in Denver, Brenneke gave a dep- 
on in which he discussed that meeting, 
lid, The purpose of the meeting was to 
half not only for the release of the hos- 
ges but also to discuss ... how we would 
alxrirt satisfying everybody involved." 


Ifl 


-According to Brenneke, the Americans 
present at the session he attended included 
Casey and Gregg. Gregg went on to become 
George Busn s national security adviser, 
Brenneke also said that he heard from his 
inend Heinrich Rupp, an American pilot who 
c anm he Dew Casey to Paris for the meeting, 
Bush was in France at the time 

i “ l 4 res P 0me t0 Brenneke’s allegations, the 
Justice Department charged him with five 
counts ol lying to a federal judge. He was 
loundnot guilty of those cha rges in May 1 990 
(see "The First Stone," May 9 and 1 6, 1 990) 

At Brenneke s trial, the US. attorney tried to 
prove that Gregg, 'Casey and Bush were not 
m Paris on Oct 18-22, 1980. But the Justice 
Department was unable to prove its case The 
Justice Department was also unable to provide 
Casey with an alibi, Gregg claimed he was on 
a Maryland beach during ie time in question 
and had pictures of himself, his wife and 
daughter basking in the sun to prove it. But 
U,S. Weather Service records indicate that 
weekend was cool and cloudy. 

The Justice Depar i >nent also called two Se- 
cret Service agents to the stand to explain 
where Bush was during the 21 hours that he 
disappeared from public view on Oct, 18-19, 
1980, Hie Secret Service agents were less than 
convincing. 

Brenneke’s lawyer, Michael Scott, told 
Frontline, "They had two Secret Service wit- 
nesses testily that they were on the Secret 
Service team that was protecting the vice- 
presidential candidate, George Bush, at the 
tiftie. They didn't remember what hours they 
worked, They thought they were on duty that 
weekend, but they couldn’t be sure. ... They 
weren’t sure tbit they saw George Bush at 

,niy tif tic* during that weekend/' 


Parry reports for F non/firie that he obtained 
lieaviiy censored Secret Service documents 
- tha* show that Bush’s detail went to a sub- 
urban Washington country dub [that 
weekend]. But the papers do not specify with 
whom the candidate might have met, nor do 
they supply any other details as to who was 
actually in the party" 

Gary Sick, Carters NSC point man on the 
Teheran hostage crisis who is writing a book 
on the ! 980 hostage negotiations, told 
7 ronthne % 1 think it was something like 15 
people that claim personal knowledge that this 
[the deal] happened. « There are a very large 
number ol very respectable people who really 
do believe that this happened. I finally. I 
guess, passed a point where it was harder to 
explain away the people who were supposedly 
all lying to me for reasons that I couldn’t un- 
derstand than it was to believe thatsomething 
in fact happened/’ 

Sick also personally experienced fallout 
from the alleged deal. Carter aides negotiating 
details of the concurrent Carter deal in Oc- 
tober ! \ T } noted a shift in the I raman ba rgain- 
ing position. In 1988 Sick told reporters that 
by Oct. 22 , 1980, the Iranians had changed 
their demands from spare parts for military 
equipment to cash assets. Such a shift would 
make sense if Iran knew it would have access 
to US.-made arms during the next administra- 
tion-led by Reagan. 

Arms flow: On Nov. 28, 1980, Ben-Menashe 
says he was appointed a member of the 
newly created IDFMI-Mossad Joint Commit- 
tee for Iran-lsrael Relations. He joined five 
others on the committee, four of whom he 
says he had worked with in Paris the month 
before. He says, “Between that date and Sep- 
tember 1987, 1 was executing an official pol- 


icy of the Israeli government— in other 
words, gun-running." 

Arms sales to Iran via Israel began soon 
after Reagan took office, according to Ben- 
Menashe. 

Nicholas Veliotis was assistant secretary 
of state for the Middle East at the beginning 
of the Reagan administration. He told 
Frontline “My own firsthand knowledge 

starts when I’m assistant smet.uy of state 

in early Februaiy 1981. ... Within a few 
months, we received a press report from 


of the m ddlemen in the Israeli intelligence 
community. That way, he could turn the 
sales over to his own cronies, who were half- 
private contractors.; says Ben-Menashe, who 
adds that Israeli arms n^rchants Adolph 
Schwimmer and Yaacov Nimrodi were two of 
Peres’ cronies. 

According to Ben-Menashe, Peres' move 
created a new arms channel that tried to 
compete with the one operated by the Joint 
Committee, which Ben Menashe worked ior. 
The new channel operated out of the office 
ol Am tram Nir, who at the time served as 
Peres’ anti- terror ism adviser. Nimrodi and 
Schwimmer worked with Nir to set up the 
new channel. 

In spring 1985. Michael Ledeen.a part-time 
consultant to Reagan s NSC. and McFarlane, 
Reagan's then-NSC adviser and a man whom 
Ben-Menashe alleges had a “special relation- 
ship" with Israel that dates from 1977, intro- 
duced Oliver North, Reagan's NSC operative, 
to Nir, Nimrodi and Schwimmer. They helped 
North and others in the Reagan White House 
set up the 1985 and 1986 arms-for-hostages 
deals to win the release o> the Americans 
held in Lebanon, 

These two competing arms channels 
posed a problem for Bush and his former 
CIA colleagues who, says Ben-Menashe, had 
been “controlling and sitting on the Joint 
Committee’s operation since Bush became 
vice president/’ However, Ben-Menashe 
says, Bush did not want to defy Israel’s reign- 
ing prime minister, so he didn't interfere with 
the Nir-North deals, 

But Nir and North’s arms deals were not 
as lucrative as the Joint Committee's, says 
Ben-Menashe. “They connected with the 
wrong Iranians/’ According to Ben-Menashe, 
the Joint Committee sold a total of 12,000 
TOW missiles to Iran in three batches over 
four years while during the same period Nir 
and North managed to provide Iran with only 
100 TOWs and some Hawk surface-to-air 
missiles, which were returned by the Iran- 
ians to Israel because they were not accept- 
able since they were decorated with Stars 
of David. 

In a move to consolidate the arms busi- 
ness and wipe out the competition, North, 
in 1986, ordered a U 2 L Customs ServirActmt* 
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in 1984. the U.S. started supporting the irai 

uar against Iran by supplying intell 
gence to Iraq. In May 1984, SaJdim Hussei, 
publicly stated tha . Iraq was using intelli 
gence provided by AWACS flown by Amen 
can pilots based in Saudi Arabia lr 
Member 1984, the US. restored diplomatic 
relations with Iraq. It was also around this 
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in 1984, the U3. started supporting the Iraqi 
war effort against Iran by supplying intelli- 
gence to Iraq. In May 1984. Saddam Hussein 
publicly stated that Iraq was using intelli- 
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Evans, the lawyerfor Saudi anns deafer Adaan 
Khashoggi, and two Israelis. Rafad Eisenberg 
and his son GurieL Ben-Menashe savs he had 
also planned to travel to the Bermuda meet- 
ing. but the night before he was warned to 
stay away by John TeLaroque, an arms 
dealer who was indicted in the sting but was 
not apprehended in Bermuda. 

Ben-Menashe says he and other Israeli in- 
telligence officers decided to convince Giu- 
liani to release the indicted Isrealis from New 
York's Metropolitan Correctional Center, 
where thev were being heid. At the same 

+ V 

time they vowed to get even with North for 
allowing the sting to proceed. To achieve 

both these ends. Ben-Menashe savs that he 

¥ 

leaked the story of the ttTiite House’s 1 985 
and 1986 arms-for-hostages deals. On Nov. 
3, 1986. the Beirut newspaper Al Shirra pub- 
lished an article detailing the secret deals 
with Iran. (Journalist Richard Ryan, using 
sources other than Ben-Menashe. first re- 
ported this story of how the Israelis got even 
■ll North. See “Revenge is Revenge: the 




fcud parties did agree on one thing: 
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the Middle East. It was a deadly enemy for 

m w 

the Arabs. Thev were the ones who could 

■¥ 

hold the Arabs at bay," savs Ben-Menashe, 

¥ ■ V 

But Israel s support for Iran was not shared 

dv ever, one in the White House, The Bush 
.* L ¥ 

people had it in for Israel, or rather, the 
Likud, since Likud was running the show,” 
says Ben-Menashe. He believes that one goal 
of Bush and his former CIA colleagues was 
to maintain friendly relations with the Arabs 
and their oil. To further that goal, the Bush 
group decided to establish Iracj as a domi* 
ant power in the Middle East, according to 

Beft'Meft&he, 

The (AS. altitude toward Iraq began to 
warm m J 9K, when the Reagan admimstr* 
on removed the countiy from its list of ter- 
rorist nations In late 1983, high-level Amer- 
ican official* began to travel to 





in 19S4, the VS. started supporting the Iraqi 
war effort against ran by supplying intelli- 
gence to Iraq. In May 1984. Saddam Hussein 
publicly stated that Iraq was using intelli- 
gence provided by AWACS flown by Ameri- 
can pilots based in Saudi Arabia. In 
Nov ember 1984, the US, restored diplomatic 
relations with Iraq. It was also around this 
time that Saddam Hussein publicly announced 
that he was willing to join the Camp David 
peace process. 

Administration policymakers believed a 
powerful Iraq could accomplish two US. 
goals it would act as a regional balance to 
Israel, and it would pressure Israel to reach, 
an accommodation with the Palestinians. 

Throughout their partnership in the 1984 
coalition government, the Likud and Labor 
parties were split on the Palestinian issue. 
Labor u r as willing to enter into negotiations 
on establishing an international conference 
to discuss the Palestinian issue and was lean* 
ing toward— although it never explicitly said 
it supported— the formation of a Palestinian 
state on the West Bank Likud supported the 
establishment of a Palestinian state in what 
is now Jordan, 

According to Ben-Menashe, the US. at- 
tempted to empower Iraq by allegedly sup- 
plying it through third parties such as Chile 
with chemicals it needed to make chemical 
weapons. The American* saw giving chemi- 
cals to Iraq as a way to maintain a balance 
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was framed for interfering with Giuliani s 
1986 indictment of the 13 arms dealers (the 
lawyer who tried him had also worked on 
the 1986 case), for leaking die I9S6 Iran-con- 
tra story to the media and for Ervin® in 1988 

¥ m w 

to interfere with US. indirect sales of chem- 
icals to Iraq. 

If Ben-Menashe had been convicted in New 
York last fall everythin® he would have said 

# V 

about the alleged 1980 arms-for-hostages 
deal and the alleged US. sale of chemicals 
to Iraq, among other things, could have been 
dismissed as sour grapes from a convicted 
felon. But as in the Justice Department's 
failed 1990 prosecution of Oregon arms 
dealer Richard Brenneke. the government 
could iot prove in court the charges lit 
b r ought against Ben-Menashe. In fact. :n 
each case the accused emerged from a legal 
examination of his claims with enhanced 

credibility* 

The tables are beginning to turn. Although 
Bush, Gregg, Gates, McFarlane. Brian and 
others involved in the alleged 1980 deal sur 
vived the decade, the historical record is 
catching up with them. 

In the short term , the best they can hope 
for is that the national media continues to 
ignore the scandal Parry* recent Front!* 
goes a long way toward expanding public 
awareness oi the alleged 1980 deal. The 
question now is; will the rest of the medk 
pick up the trail? C 
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Justice is the outlaw in INSLAW case 


W ith April 15 fresh in mind, it’s not hard to 

imagine Uncle Sam sneaking around like 
a thief. But in the case of a local software 
i ... frjro known as INSLAW, a gang of bureau- 

I crats didn’t just act like thieves; they were thieves. 

Worse still, they worked out of the Justice Department, 
j the federal agency supposedly charged with stopping 
crimes, not committing them. 

INSLAW, the victim m question, is a family business 
run by the husband-and-wife team of Bill and Nancy 
Hamilton. It also is a prime example of what w r as once 
considered a benchmark idea of the Reagan admin- 
I istration — “privatization” of government functions 
that free enterprise could perform better. 

! In 1973, Mr. Hamilton formed a non-profit organi- 
zation called the Institute for Law and Social Research 
(INSLAW) to study ways of applying computer tech- 
nology to law enforcement. Funded by federal grants 
I from the Law Enforcement Assistance Administra- 
I tion, INSLAW developed a software called the Prosecu- 
tor's Management Information System (PROMIS) that 
federal, district and state’s attorneys could use to track 
criminal prosecutions. . • - . . 

In 1981, the LSAA was abolished, and Mr. Hamilton 
took INSLAW private. In doing so, he purchased from 
I the government all of public INSLAW’s assets except 
the PROMIS software. PROMIS could not be bought 
simply’ because it was free. Developed with federal 
grants, PROMIS was in the public domain and could 
be picked up, used or enhanced for proprietary resale 
by’ literally anybody. But anybody didn’t bother to 
! spend the money and intellectual energy to develop a 
I significantly improved — and proprietary — version 
of PROMIS. In 1981-82, Mr. Hamilton did. 

Also in 1982, Mr. Hamilton entered into a $10 million 
contract with the Justice Department to set up and 
service the original version of PROMIS in the offices 
of U.S. attorneys. In making the contract, INSLAW 
sought to clarify it was not in anyway surrendering its 
rights over its proprietary version of PROMIS that, 
according to the contract, was not going to be used in 
the U.S. attorneys’ offices. After some negotiation and 


wrangling, Associate Deputy Attorney General Stan- 
ley Morris wrote INSLAWs attorney, stating Justices 
understanding that “INSLAW may assert whatever 
proprietary rights it may have” to enhancements to 

PROMIS funded with its own money. 

But almost immediately, Justice began hassling 
INSLAW. In November 1982, Justice requested a copy 
of INSLAW’s proprietary PROMIS, saying it was con- 
cerned that INSLAW might go out of business. With 
the enhanced program in hand, it began reneging on 
its contract payments to INSLAW, as if it were bent on 

making its “fears” come true. . 

Years of bvzantine bac.-c-and-forth ensued. Then in 

1987 the case was brought into banKruptcy. court, 
where Judge George E Bason ruled that Justice had 
used “trickery fraud and deceit” to steal proprietary 
PROMIS and force INSLAW into liquidation. The judge 
further found the testimony of a slew of government 
witnesses was not credible. His assessment of their 
believability ranged from “most unreliable” through 
“totally unbelievable” to “absolutely incredible.” 

In November 1988 federal Judge William B. Bryant 
upheld the r ulin g. “What is strikingly appBrent . . . the 
judge observed, “is that INSLAW performed its con- 
tract in a hostile environment that extended from the 
higher echelons of the Justice Department:’ 

But the story doesn’t end there. Since August 1989, 
the House Judiciary Committee has been trying to 
discover just exactly why Justice behaved like an out- 
law in the INSLAW case. Attorney General Dick 
Thornburgh, who was governor of Pennsylvania when 
the case started, has obstinately refused to hand over 
pertinent documents. Justice's Intransigence has now 
sown fruitful ground for conspiracy theories that run 
from a more or less simple effort to line the pockets of 
Justice cronies to scenarios that sound like the plot for 

the next John Le Carre spy novel. 

If Justice has nothing to hide, Mr. Thornburgh 
should stop acting like it does. He should provide the 
Judiciary Committee with the documents it is asking 
for. If he doesn’t, the committee should slap him with 

a subpoena. 
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While the proceedings dragged on. 
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P RO M I S wa s su r faci ng else whir t. 

In 1987, Mr. Ben-Menashe had be 
come counterterrorism adviser io 


the Implement! If on of PROMIS 
Within iht RCMP and CStS' 


Yiteak, Shamir, Israeli prime minister. Ht wajit a meet- 
ing b fine!, he nld. where Mr, Brian said during 4 isle* 


pitch that he owned PROMIS, The software was sold to 
Kir a * ti in te I ligence for sene r a t use. 
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At the time. Mr. Beft-Mcnashc Was asjfgried to bosk 
tralitt i sale of chemical weapons to Iraq by Chilean 
a rms-maksr Carles Carduen. He recounted a cor.vsria* 


ir.e met L/enn;j lkhchw; vi 
the Cinidiia .Workplace Automa* 
bon Research Centre In February in 
Montreal. Shi uid he informed her 
that PROMIS being med by Can dim federal de- 
partments md igendes In it lent 700 locations. If true, 
thecoit (il SN t,OCO a copy) would too Si -billion. 
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INSLAW UPDATE 

New allegations on software theft 


Inslaw 


es: Government Sold Software Abroad 


▼ T ported on how Lnslaw, a Washington lawyers told B ar- 
il Washington-based software ton’s that they found the action 
company, had won a court vie- “shocking” and “eerie.” 

toiy against the U.S. Justice De- Three years later, Inslaw has 

I partment (March 21, 1988), the emerged from obscurity ami d 
case appeared, to many, merely allegations that could have im- 
i an obscure lawsuit by a small plications for U.S. foreign pol- 
' business that had fallen into icy in the Middle East, accord- 
: bankruptcy. What impressed ing to Inslaw and its lawyer, 

I Barron’s at the time was Judge former U.S. Attorney General 
George Bason’s blistering ruling Elliot Richardson. 

at the Justice Department had j udge Aubrey Robinson, 
forced the company into Chap- chief judge of the U.S. District 
ter 11 when it “took, converted, Court j n Washington, recently 
stole” Inslaw’s proprietary soft- g ra nted Inslaw new discovery 
ware through “trickery, fraud power s. The Justice Department 
and deceit” bas 30 days to deliver copies of 

A scant two months later, all its “case-tracking” so i ware 
Bason discovered that he was systems, lnslaw hopes to find 
not being reappointed to the proof that proprietary versions 
bench Instead, he was to be of its software are, as alleged. 


•Maggie Mahar 
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I and wnttea on Government of Canada stationery, 
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^ v The letter, dated Jah. S. 1991. wu addressed to his 
daughter, Patty Hamilton, regional manager for Insiaw 

Jne., a Wtsfiio •ton-based sofcwaracompar " * ' 

Canadian Workplace Automation Researc 
letter read: *CWARC is aware that yot 
software products ire being used In federal 


This is why wo would appreciate y 
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* ne ruearch centre’! job 1$ to maka lure that ioflware 

bought by fbderai agencies can be used In HnelSih *r,c 
French.’ 

Ms. Hamilton rushed the letter to her father. For Mr. 
Hamilton, .chair man and president of Inslav, it was the. 

confirmation that hie company’s software, 
PROMIS developed for Justice and intclugence igen- 
cjcs r-had been Illegally sold outside the United States. 

Later, ha would discover that the RCM? and the Ca- 
nadian Security Intelligence Service were using boot 
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Legged 'version i So Were Israel, Iraq, Libya, the U.5. 
Centra! Intelligence Agency and the South Korean CIA. 


AM would deny buying the inslaw software. 
Mr. Hamilton, iO, a former intelligence 
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The tlory of who sold fojtawft PROMTS to Interna- 
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pbtainefl by The Globe and Mill.«Th# following account 
is pieced initiate from the documents, interviews md 
transcripts from i cpnirejjior.il hearing into Mr. Ksrh- 
Ilion i iccujitfon that the U.S. Department of Justice 
owrf him millions of dollars; // 

r Insliw was a non-profit corporation started with the 

WWftW2 Mn . l . in ‘!l € * arl ? WOf. It was privitfc-d 
11 • .by Mr, Hamilton, who then developed in 
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enhanced vers on of Its PROMIS software, Iccorporat- 
rn ^- j * i twlllon lines of computer cedes and a system 
died ■ On-Line Design. The raodiflcadcn raoast 
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Mh 
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. , , # ?H 0 J 3 tJa‘-c Tor any agency — poucc, ioy 

or prosecution. PROMIS could track an entire covert 


deration involving hundreds of operatives and Uriels’ 
down to the level or each individual. 

In K-f 9 PAk * lOfll _ I r *t it t * li*« ^ . 


In March,- 1932, 'Inslaw sighed a SlO-milllon (U.S.) 
.contract wjth the Jostled Department to install PROMIS 


tiny for U.S. client regimes In the Middle Bait end Latin 
America, and for groups such it the contras. 

Among his visitors at the reserve were Mr, Brian ace a 
Justice Department official, he said. 

Mk RJconosciuto said he made altered copies of 
PROMIS fer sale to other governments. 'Some of the 



In 54 office* of U.S. attorneys Country-wide.' 

The contract then appeared to take on a political lift 


■■■ppBi iPiiHHM 

modifications fwen] to faciJtut* the Implementation of 


or Its own.' In an affidavit, Ari Bea-Mentshe; an TaraeiJ 

t J* I * t I. & _ _ J*. ^ ^ _ * 1 * # - # — - * 


- I..U. ***-* li*. um f AV*TUJ iigm 

America hi: Earl J3rlAR,,k Maryland businessman, and 

Robert McFamije, Ronald Reagan** nanonal security 

Myuer.Tha software was to be used by the Israeli sig- 
nals section. 


'In April, 1983, according to testimony by Mr. Ham- 


ilton In a congressional hearing, Dominic Laiti,- chair- 


PROMIS wlthm . . . tho Royal Canadian Mounted Po 
Jicc and the Canadian Security Intelligence Service/ he 
said. 

Wacxanhut said It sever employ edMr. RJconosciuto. 

• As Mr, Meese’i nomination as tttomev-gendral wi 
r.etriog confirmation In Decemberi 1933, the Justice De- 
partment terminated its contract with Ir.slaw. 

In February, 1934, Mr. Mecse’s confirmation ran Into 
problems. The U.S. Court of Appeals began investigat- 
ing an allegation that he had failed to dlsclOK his fami- 


, , »2. L 

man it tne time of Hadron Inc., telephoned him. to 
arrange a meeting, saying he wanted to buy PROMIS.- 
When Mr. Hamilton refused, -Mr. Haiti threatened him’ 
by saying 'we have ways to make you lejL* Mr. Laid 
told congressional investigators that he may hive called 
Mr. Hamilton about acquiring PROMIS, but denied 
that he ever threatened him. 

Hadron was controlled at the time by Biotech Capital* 
Corp. Mr.’ Brfsn was then chairman of Biotech and i 


]y f j equity in two companies controlled by Mr. Brian. 
Finally, In February, 1935, 


the Investigation ended and 
Mr. Mccjo was iwcrn in. (He left 
office in August, 1933, over a'Je? 


gatioris that he engaged in 


unsthica 
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practices.) 


fhend of Mr. Reagan. He had served asjeerti ary of 
health during Mr. Reagan** tenure as California gover- 


nor. 


Insfawr illejes In a lawsuit that Mr. Brian, currently 
chairman of Hnanciai News Network Inc., was involved 

< f._i jt.i * • * 


In the jama month, payments 
withheld -by the Justice Department 
from Inslaw had built up to about 
$2-million, forcing Inslaw to file for 
protection In the, U.5. Bankruptcy 
Court In Washington, D.C. Inslaw 
filed a suit igalnjt the Justice De- 
partment In 1936 through the bank 
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fb tales! ofpfratcd copies worldwide. In addition, Urjula 
Meese; wife of EdwIn'Meese (ho had been picked to be- 
come justfeb secretary for Mr. Reagan) had investnienta 

b> two {ompanJej controlled by Mr. Brian, . 

T hrough an affidavit filed In court. Mr. Brian has den- 


court, accusing it of lltejilly 
instilling PROMIS at sevtraf lo- 



cations ir.d forcing it 
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aged on, 

PROM IS was surfacing oliewr.trt. 



iW ai "totaily false' that he sold PROMIScopiqjor that 
Cewis Involved in the jituatior.a described by witnesses. 


In 1987, Mr. Ben-Mcnashe had o 
come countcrlerronsm adviser lo 


Within Ihf RCI 


Yltuk Shamir. Israeli prlmo minister. He was it a meet- 
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H May, -. 1983 , a Irionth after Mr. Hamilton iumed 

>wn if|» Hadron purchase offir, Justice Department 
licials initiated contract disputes with Irt*la.w, alleging 

at the department owned PROMIS. It then withheld 
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mputcr scientist, said in in affidavit that he was hired 



Iso in J983 (and 1984), Michael Riconoscluto, a 


'mputcr scientist, saic in an arucavu mat nc »*» iihsv. 
• Wackenhut Corp., a large private detective firm, for a 


int. project with the Cabazon Indbn band of t Indio, 
iBf. He said the project was 'to develop night-visiong- 


ing in Israel, he said, wllere Mr, Brian said during a sale' 
itch that he owned PROMIS. The loflwtre was sold lo 

r general use. 

At the time. Mr. Beft-Menashe was aisigried to ncd-. 

by vhuean 

i conversa- 
tion for Inslaw front that job*. , "Mr. .Carlos Cardueri 
stated to me that he brok red a deal between Dr. BAn 
and a representative of Iraqi military intelligence for the 


ni me Iimc, ivir. ncn-jvicnsjnc 

tralize a sale of chemical weapons to Iraa 
arms-maker Carles Carduen. He recounted 




gfes, thachlnc guns, fuel 
deherhiehl warfare weapons/ 

Because the band was sovereign, ha said, suen weap- 

a Could be manufactured scru* 
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• Richard Babayan, an Iranian arms 
Florida, said in an affidavit that in October or 

ber of 1937 , he met with Abu Mohammed of IraqunteN 

e, who told him that they had acqu 
from Mr. Brian on 2 Llfivi 
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tiny For U.S. client regimes In the Middle Put and Latin 

America, and for groups such II the conirn. 

Among his visitors at the reserve were Mr. Ilrlan and a 
Justice Department official, he said. 

Mr. Rlconoscluto Mid hr made altered lopln 
PROMIS fer sale to other kownmJnU. ’Surat of (At 

lit 



modifications [were] to faemuta the Implementation of 
PROMIS within . , tha Royal Canidlin Mounted re* 


hi 


g to testimony by Mr. Ham 
ei ring, Dominic 
on inc., telephoned him to 


y Mr. 
Laiti.- 


chair- 


he wanted to buy PROMIS.- 
ed, Mr. LAlti threatened him' 
to make you icJL* Mr. Laid 
ators that he may have called 
string PROMIS, but denied 


lice and the Canadian Security Intelligence Service, 
laid. 

Wackenhut jaJd It never employed Mr. Rlconoscluto, 

• As Mr. Meese’i r.ominallon as attorney-genial was 
neariog confirmation In December! 198 J, the fustic* Dt* 

partment terminated its contract with Ir.slaw. 

In February, 1934, Mr. Mecse's confirmation un IlttO 
problems. The U.S. Court of Appeals began Invcstlgat* 
mg an allegation that he had failed to disclose his reml- 
ly a equity in two companies controlled by Mr, Brian. 
Finally, In February, 1935, tha Investigation ended and 
Mr. Meese was sworn in. (He (eft 
office p in August, 1988. over file* 
gallons that he engaged In unethical 


Mr. p*Uya« atkjhat in » 1933 meeting with' an 
|U 1 ,,jf iitti iffN* D cvelopment Ccrp., whlcn h< 
i. l! . .I »» im i for tha Korean CIA. he w« told 
tav.LM, had Su S M PROM 13 through Mr. Brian. 

iMtlw u *''' 1 sinning v.etoty in thesunm 
> JIT, ianhfupl- . Aidaa deorg* Bason Jr. ruled tnt 
' i 1 1 1 1 « i\- 'tit, . ot ‘iov'V, converted and stale [44 

[«l «f PROMIS) » tf^hary, ft«d and deceit to < 

IniUw ovil $f fviili'**** :,r orcarfd the departrcei 
i mv India $<s s million 55 I -mi Hi of litMl for tl 

. shout SUl.iVO » copy. Aft« the ruling. 


llton un not fwopdlntld. The ruling Wtl upheld 

i Indgr to j9.<9, A finitippeil with Lhe 


dui.lrtcour 

Court of Appe*> » i 

At 


:! .ting 
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don lb*out wQrldwidt sales of PROMIS. Inslaw a 


practices.) 


v 

t the time by Biotech Capital* 

, chairman of Biotech and a 
: bad served as secretary of 
» tennro is California gover* 


sit that Mr. Brian, currently 
s Network Inc., was involved 
irldwide. In addition, Ursula 


In the same month, payments 
withheld -by the Justice Department 
from Inslaw had built up to about 
$2*mi!lion, forcing Inslaw to file for 
protection in the. U^. Bankruptcy 
Court In Washington, 'D.C. Inslaw 
filed a suit against the Justice I)e* 
partment in 1986 through tha bank- 
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Mlchfot RJcOflc.it -'tic, » voait'iituf 

•clonilst, sold ho made alltnd 


the court <4 lltew it to iubpo<^» ill tracking syst 

m.-d !ty |jif luil.v * PfparUstsnt ifta that th 

goplil wire ’Just the tip of the 
The court this month | 
Inxfaw tha right to subpoena 
ti jckia.^ systems and the comp 
is h.ipiits to jet them next month 
Mr. Hamilton said that even 

tr k.- of PROMIS U found in 
subpoeni, the cue wiii S: Wide; 
to ageneliS such is Lhe Federal ' 



rtiu of tnvestlntlon, theU.S. D 
1 .> force ntfAl Agency! the Defe 


ruptcy court, accusing it or lllngsily 
instilling PROMIS it several lo- 


toplfi cf PROMIS k r ifll# H othtr 


Inutligtncv Agencv and the C 
and to other countffll* 


ie (he had been picked to be 
Reagan) hid, 

I by Mr. Brian, 


dr. 


had investments 


cations and 
ru 


forcing it into bank 


flovirnmtnb: hom«o{lt» 


Pittt Hamilton, who received 


I In court, Mr. Brian has den* 
sold PROMIS copies or that 
ion? described by witr.esici. 


Sffie the prcce edlngs dragged on, 

. . . 


PROMIS was surfacing olsewhki e. 

In 1987, Mr. Ben-Mcnajhe had be- 
come counterterrorism adviser ,!o 


modJffcjttfohsa [wti ro] to faclllUtn 
)hf ImpitfmentiHon of PROMIS 


Within th# Ri’MP and C3IS* 


t *a n 4 vl]an le t ter. said in her a ffid a 
filed in t!>? Sinxrupfcy Court tl 
144 met with Dennis Lecher.ee 
th« Csnidisa. Workplace Auton 


lion Research Cent;: In February 
Montreal. She said he informed l 


Her Mr. Hamilton turned 
offer, Justice Department 


Yltuk Shamir, Israeli prime minister. KtWI III Mill* 
tg in Israel, he said, where Mr, Brian said during a iile' 
itch that he'owhed PROMIS. The software was sold to 


tputes with Irtsla.w, alleging 

HHiiMHihhdd 


l 


sraeli Inteiligence for general use. 


that PROMtS wat being used by .Canadian federal < 
i artmcnU mJ tktmdai In it lent 900 Icestloai. If tr 
.‘he tost (a I S 1 4 1 ,0C0 a ttyy) would ton 3 1 -billion. 


PROMIS. It then withhd 


, Michael Riconosciuto, a 
I affidavit that he was hired 
private detective firm, for a 
zon Indian band of Indio, 
s "to develop nigh t-visiong* 
r explosives, ana biological 


Inf>nad!i, RCWP Sergeant Pieire Belanger said 

,. , . , , , . , *. fcrctUKS HRS (h>litr Infbrmitlon Retrieval Syste 

r 1C 3 WCa i5? n .!^m.i3 * b L^il C A «Hkh wm drvdored in-house. Cerry Cummings 
. mait^r Car.cs Carduen. H* .ccoun.ed i cor.\iria« cstjaulmi^ >. «ald he could not discuss the spy a g 


is. 


crclgn, he said, such weap- 
»ithout congressional scru- 


At the time, Mr. Beh-Menashe was aisigHcd to neu 
tralize 

arms 

tion for Inslaw from that job: .’Mr. Carlos Carduen 
rated to me that he brokered a deal between Dr. Brian 
and a representative of Iraqi military intelligence for the 

use of PROM IS.’ 

* Rtcjurd Babayan, an Iranian arms dealer who lives in 
Florida, said In an affidavit that in October or Novem- 
ber of 1937, he met with Abu Mohammed of Iraqi Intel- 
ligence, who told him that they had acquired PROMIS 

Irom Mr. Brian on a recommendation from Libya, 


cy’t lonwirtforttounH reasons 
In March, ]nsl«u isked the centre for details of uie 
Mr. Hamilton laid that auddenly the story thing: 
Inslaw wai told that il was all t big mistake and nobo 
In Canada was using PROM 15, 

Meanwhile, Mr. Itthtnei, who told I reporter I 
s«m« thine last month, hat been transferred to moth 
department. 




* pmvpi 

' * '* i ’ v tA H* 




M ‘ 


f LJ,$. tn** 3 i 

I }*ij| vfi!tdri If wt Mlm t 1 


k fkV Nttidtt 2 tit and Latin 


iJ* 


itiUii and i 


R^nd*c!Ho I* A 

is *’ ^>‘ 

ationi N^rtl >■' •* 


Mi iNMIv |]NH4 copies of 


Mr. Babayan aaid that in l wa^*«?J Jjff 

icribed il a front for the Korean CU, he w« toM that 
^ i.-jfL La no^t V.<T<I »f?mTl?h \lf. Brian# 

Tr 


summer of 


i . , * o i [\ ' 4* ix\ n of the 
\\ t> t i\$ Implementation of 

S wfihin ,, thiK"* v v<». . - Mounted Pa- 
th t Cti jfc>wB|Migo Service, he 

Kihut nli Klwnoicipto. 

c cn fi \ ^ JmLc a D** 

srvirv, I wijflto 

3 Thi t)\«v w AXkult 

** ' m * 9 V ' T W + * r ^ V t .'H V i. ± ^i'% g b lL 1 H| T 

;i«g»(!ofi thi\t I* r*« 

ty in No , — , , , 

In Februuv, w ended and 

c if was yA$N| Hi' *Ko tw 
i August, 19$|J 
hit he e<\$tft\' In v»»< 


Inslaw out of business, He ordered ^ d f !par r ^JJ* Z 
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renppointea. .i r.e runn, «h<*- 
dge in 1989. A final appeal with (hi 
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PROM IS II mtHt ^ 

nd fottfni ii Ifttv 

he W\ 

was lUfftciHg 

, Mr. MtftllM Ml | 
l nlcrlffWIpR # IwWt I'f %** ^ - w mAl 
amir, iMiliMMt W# 1 

eU <|M V WhMt MMW34 Hl|*W“ n n 

hr cNvneJ »»aOvM(S. TSH^"^ »*• ,old t0 

iiigfnrt for f tfttftl # • 

ime, Mr- Weft >!. ■*•:■.■ «»* **»igiied to neu^ 
ale of cntMHl wtUNftt H lti*j by vhilean 
fr Cartel Cilim III nHMiUu i cor.versa* 
nslaw frtft ^|| Mt V *M^ ,Clt'w Carduen 
ire that he te l btw ly IttWHI Dr. Bnaii 
' ^ r i u 1 1 ve f f-%41 mllltl ' ' ■* 'U|ence for the 

B*t a 'an, m Irtulta in^idtlh f who lives m 
•id In an anwiw that m Otttf^r « Novom* 

1 , he nitt with An MwtttRtllMM jH twtji mte I* 

io tohl hint thaithayhMI^uircd PROM IS 

Irian on a ft eitl t tt t li ^ WH hw> tibya. 


last year, informanti 

- i-Jjj# Wotmi: 

lion s bo 01 worldwide u!(I of PROMtS. Inillw need 
the court to allow it to, subpoena all tracking 
used by the Justice Department and alleged that the 44 

copies wire "Just the lip of (he ice* 
berg,' The court this month gave 
Insfaw the right to subpoena the 
tracking systems and the company 


PROMIS 


li hoping to get them a<ut month. 
Mr. Hamilton said that 



Mk^iil Riconoaciuto, s domputar 
tdenilit, mW ho maria a lerari 

j PRQMII lor wla Id cthar 

gc'Vamtnants: Soma of Sib 
jnodlflcatJoha (woraj te facilitate 
ih« Imptementation cl J^ROMIS 
Wiitilh Ihl RCMP and C$15' 



Bevea if t 

trice of PROMIS ls t found in the 
subpoena, the cue will be Widened 
to agenciij such as the Federal Bu- 
reau of Invest!*; ,c * ,P r '"“ 

Hhforcemefll A.. . 
inleiljgence Agency ind ihe CIA 

and to other countries. 

Patty Hamilton, who received the 
Canadian letter, said in her affidavit 
filed in tli 3 Bankruptcy Court that 
she met With Dennis Lecher.c: of 
the Canadian.' Workplace Automa* 
lion Research Centre in Fabrun v in 

Montreal. Shi said he Informed her 

that PROMIS was being used by .Canadian federal de- 
partments and amende i In it least 900 lccsilons. If true, 
the cost(at 514 1,000 a copy) would top Si -billion. 

f in Canada, RCMP Sergeant Pierre Belanger said the 
force uses PIRS (Police Information Retrieval System) 
which was developed in-house. Gerry Cummings, a 
CSIS spokesman, said he could not discuss the spy agen- 
cy’s software Tor security reasons. 

itn March, Inslaw asked the centre for details of uSers. 
Mr. Hamilton said that auddenty the story changed. 
Inslaw was told that it was all a big mistake and nobody 
in Canada was using P ROM IS. 

Meanwhile, Mr. Lee he nee, who told I reporter ihe 
'same thing last month, has been transferred to another 

department. 
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rep- 
resent cay iittiaw Inc, ia efftrt to 
prove that its software wa? itciea and 2k* 
ally so»d is tie gcvsrnr,er.3 cf Canada, 

Iraq, Libya and Israel 
Rjchv&A, 70, hex! fa-- federal cabinet 

acmey-geaeril and 

of defence, When be was its** 

ney-aeosni, he was ordered by tbopre®- 
dent Richard Km to frt Wiargit* ®* 
«i prosecutcr Archibald Ccsl He nW 
md Nbon went down irs &m 
Richardson, in abort, makes n*wi and a 

jMgflL || •• X/-* 4k'- > J 

So why is he bce.eriai with tnsbw, i 
mom-iDd-pcp ^ereticn with US$4 rniaion 
in mil revenue*.' The company 
small it cannot eve afford 
Richardson 1 ! firs, V 

Hadky * McCkry. ■ 

Richardson represents tie «fS5 becsust 
-hiflki hs dkat k the reto cf injustice 
on a huge sak. ‘T believt the gweramect 

of th* VS. has resorted to ewy cooccv* 
able mesa to prevent Oil iavesagacec 
free cemsring, ,r hB said ast weei. 
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The Lraiaw case began in 1982 when the- 
company accepted t USSlt^ndlhca ex* 
tnd to miail its software, known u Pro* 
roie, ittbeDeeartn^cdJua^Prtcaa 
a highly aapaiatkated asemsdona left* 

ware used by InttBifence and pctietl 
The dsparti*at ateppedptying as b 
a year lets, facing Inalaw into cSajxer •* 
bankruptcy. Inalaw sued Justice and woo 

ita aie in 1987. The judge, GecrgaBaace, 

i min of Richardscn'a owlf wno vsa 
not reappointed to the bench after ha ru- 
ing, said Justfct "stoia" Prccaa ihrxgh 
“ttdtay, ftiud and deceit The ruing 
was upheld and ia now being 1 

these legal dealing* 

ware alleged* leikeo ft so j ^o# aad 

ended up m oAer 3 2? 

. of Inalaw ddm Earl W. Bran. centra- 

. of United Press Intstattiew ij. who v» 
i member cf the Caiifcnua obtaet « 
mer governor Ronald Reagan, bad a 
pirating the software. Brian denies the u*- 

**pSiidaon ia having trouble defending 
Inslaw against this third assault frp 
dee,' He says Attorney-General .Ehck 
Thornburgh has refused to meet to on 
five occa &m to anew© charges that ]u* 

tics is stonewalling. ( . _ ^ 

Furthermore, Justice is doing its best® 
rerwve Richarica from the a*. Jwoen 
lawyeri claim Richards* has a contact ay 
vtgrftinlatlmMbMk. Ty*Am 
not been paid lor ill ita work and a tbse- 
fcre an Inakw mdttar. 

Observers of the Inslaw ate that ] t «x> 

ardson can tike the tactics as extpameat** 

Justice, they say. obvicuatyfean tae devts* 
tatim firepower be an brag. - 

In act oo April 6. wb«s Juste* side 
tnothtf ttwspt •» tenure RseSjM**. 
Rkhardson scored a court victory. He woe 

1 30-day right to quesdea wtafitses fr» 
Justice to 5b detwmaa whsths :ti* de- 
partment broke an injuncaac tad «sw- 
ed !h*l*w , i pcceciety software to 

luch a* the FBI 
Try as they might. Richardaon 

ingawiy. 
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Inslaw wins court 
order over ‘theft’ 

By Eric Reguiy in Washington 


| DCSLAW, a Washington-based 
software company, has been 
granted 30 days in which to 
■ follow up its claims that the 
US Justice Department broke 
an injunction preventing it 
from distributing Inslaw’s 
equipment. - 

A federal bankruptcy court 
! judge yesterday granted lim- 
ited powers to Inslaw to sub- 
poena witnesses as part of an 
effort to speed up the slow- 
I moving investigation into 
! Inslaw’s claims that the 
Department pirated the com- 
pany's equipment. 

The judge’s approval for 
| these discovery powers is con- 
1 sidered by the company’s own- 
ers and lawyers to be a major 
victory for Inslaw. The private 
company has been denied dis- 
covery authority since 1988. 

Inslaw and its lawyer, Mr 
Elliot Richardson, former US 
Attorney-General, claim that 
the software was pirated by the 
Justice Department in the 
early 1980s and later sold by 
associates of then-President 
Ronald Reagan to the govern- 
ments of Israel, Iraq, Libya and 
Canada. Inslaw now has 30 
days to question agencies of 
the Department of Justice, 
which is appealing against a 
1988 ruling that it “stole” the 
software. The software, known 
as Promis, is used by intelli- 
gence and law enforcement 
agencies to track information 


publicity at the time. 


in cri minal cases. 

Inslaw will use its new 
authority to determine 
whether proprietary versions 
of Promis are used in agencies 
such as the FBI. Inslaw wants 
to learn whether the Justice 
Department broke a court 
injunction preventing it from 
distributing the software to 
new users. 

The Inslaw case is attracting 
attention in Washington. There 
are suggestions the case may 
be the tip of an iceberg that 
could have implications for US I 
policy in the Middle East. 

Inslaw has been fighting an I 
eight-year battle over custody 
of Promis. The case is associ- 
ated with lists of weapons deal- 
ers, government security advis- 
ers and intelligence agents. 

It began in 1982 when a com- 
pany accepted a $10m contract I 
to install Promis at the Justice 
Department. The department 
stopped paying its bills a year 
later; this is alleged to have 
forced Inslaw into bankruptcy. 1 
Inslaw sued the department I 
and won its case in 1988. The j 
ruling was upheld in 1989. ! 

Inslaw’s lawyers have ] 
accused the Canadian govern- 
ment of stonewalling on the | 
Inslaw case by denying it uses 
Inslaw software. The Canadian 
government has denied it is 
using Promis software, but 
admits it may have evaluated 
it. I 
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riw york - Government agencies 
in Canada and ether countries are us- 
ing computer software that was stolen 
ftooi a Washington-based company by 
the U.S. Department of Justice, ac- 
cording to affidavits filed in a U.S. 


court case. 

In a complex case, several nations, 
as weil as seme well-known Washing- 
ton insiders — including the national “ 
security adviser to former President 


Ronald Reagan, Robert McFarlane — 
ere named as allegedly playing a role. 
The affidavits were filed in recent 


weeks in support of a Washington* 
based computer company called Ins* 
law Inc., which claims that its case* 
tracking software, known as Promis, 
was stolen by the U.S. Department of 
Justice and eventually ended up in the 
hands of the governments of Israel, 
Canada and Iraq, 


New motion 


Yesterday, lawyers for Inslaw filed 
a new motion in federal bankruptcy 
court in Washington demanding the 
power to subpoena* information from 
the Canadian government on how Ot- 
tawa came to acquire PrGmis soft* 
ware. The motion states, 'The evi- 
dence continues to mount that 
Ins law's proprietary software is in 
Canada," 

The affidavits allege that Promis - 
i designed to keep track of cases and 
criminals by government agencies — 
is in use by the RG\£F and the Canadi- 
an Security Intelligence Service. , 

The Canadian Department of Com- 
munications is referring calls- cn the 
subject to the department's lawyer, 
John Lovell, in Ortawa while a csis 
spokesman will net confirm or deny 
whether the agency uses the software. 
"No one is aware of the program's ex- 
istence here/ 1 Corporal Denis Deveau, 
Ottawa-based spokesman for the 
RCMP, said yesterday. 

The case of Inslaw, which won a 
court victory against the Justice De- 
partment in 1987, at first glance ap- 
pears to be an obscure lawsuit by a 
small business that was forced into 
bankruptcy because cf the loss of its 

proprietary software, 

Buf several members of the Wash- ■ 
ington establishment are suggesting 
that Inslaw may have implications for | 
> U.S, foreign policy in the Middle Hast. | 
The case already has some unusual 
[ aspects. 



Robert McFarlane says the 
claims are ‘absolutely false' 


' At least one judge has refused to 
! handle it because of potential conflicts 
ji of interest, and a key lawyer repre- 
senting Inslaw is Elliot Richardson, a 
j former U.S. attorney general and am- 
ji bassscor to Britain who is remem- 
bered for his role in standing up to 
! President Richard Nixcn during the 
Watergate scandal. 

I Richardson yesterday told the Fi* 

■ nancial Times of London and The Fi- 
' nancial Post that: "Evidence of the 
widespread ramifications of the 1ns- 
i law case comes from many sources 
and keeps accumulating." 

A curious development in the Ins* 

! law case is that the Department of Jus- 
tice has refused to provide documents 
relating to Inslaw to- Jack Brook, 

; chairman of the Judiciary Committee 
! of the House of Representatives. 

Richardson said, Tt remains inex- 
1 plicable why the Justice Department 
! consistently rebuses to pursue this evi- 
cer.ee and resists co-opera ~cn wit,, 
the Judiciary Committee of the House 
of Representatives/* 

The Inslaw case began in 1982 

when the company accepted a US$10- 

million contract to install its Pronus 
case management software at the De- 
partment of Justice. In 1S83 the gov- 
ernment agency' stepped paying Lns- 
law and the firm went into Chapter 11 
bankruptcy proceedings. 

Inslaw sued Justice in 1985 and the 
trial trook place a year later. The re- 
sult of the trial in 1SS7 was a ruling by 
a federal bankruptcy court in Inslaw s 


avor. . _ 

The ruling said that the Justice De- 
partment "took, coverted, stole Fre- 
nis software through "trickery, fraud 
nd deceit" and then conspired to 

rive Inslaw out of business. 

That ruling, which received htti e 

ublicity at the time, was upher y 


the U.S, District Court in Washington 
In 19S9, but Justice lodged an appeal 
last year in an attempt tc overturn the 
judgment that it must pay Inslaw 
US$6.1 million (C$7,1 million) in dam- 
ages -and US$1.2 million in legal fees. 

The affidavits filed in recent weeks 
relate to an imminent move by Rich- 
ardson on behalf of Inslaw to obtain 
subpoena power in order to demand 
copies of the Promis software that the 
company alleges are now being used 
by the Central Intelligence Agency 
and ether ILS. intelligence services 
that did net purchase the technology 
from Inslaw. 

In the affidavit relating to Mcrar- 
lane that was filed on March 21 1 An 
Ben-Menashe, a former Israeli intelli- 
gence officer, claims that McFarlane 
had a ‘'special" relationship with Is- 
raeli intelligence officials. Ben-Men* 
ashe alleges that in a 1982 meeting m 
Tel Aviv, he was told that Israeli intel- 
ligence received the software from 
McFarlane. 

Florida company 



.v/arlanc has stated that he is 
ry puzzled" by the allegations 
massed any of the seftware tn Is. a- 
He has termed the cla ms "nhso* 

i|v fslsc/* 

mother strange development is the 
us of Michael Riconosciuto, A P<>- 
Lial witness for In slaw who once 
ked with a Merida company lhat % 
ght to develop weapons, incn.ding 
l-air explosives and chemical 

rTi t “Si 

ticonosciuto claimed in his affidavit 
t in February he was called by a 
Tier Justice Department official 
o warned him against co-opera’.ing 
h the House Judiciary Committee's 
estigation into Insaw. Riconos- 
to was arrested last weekend on 
ig charges, but claimed he had been 

!t Up." 

In his March 21 affidavit. Riconos- 
to says he modified Promis sou- 
re for law enforcement and intern- 
nee agencies. “Soma of the 
xdincations that I made were speci • 
lly designed to facilitate the tmp'.e- 
intation of Promis within two agen- 
:s of the government of Canada . . . 
;e propriety version of Promts, w 
xiified by me. was. » fecL unjjc- 

;nled in both the RCMPand the Cb.s 

On Monday, Richardson and other 
vyers for Inslaw will file a motion m 
urt seeking the power to subpoena 
nf rh»* Promis sortwarc from 
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TORK m Government agencies 
)n Canada and other countries are us- 
j* ^ omputlf software that was stolen 
from a ^ t ^un^ton*based company by 
tht US* Dtpirtmint of justice, ac- 
, culing to aUuSaVitt nlf*< t m a U S. 

court case. 

In a complex cate, several nations, 
IS Will IS tome well-known Washing- 
ton insiders •» including the national 
sec fry adviser to former President 
Ronald Rttgan, Robert McFarlane — 
iff named as allegedly playing a role, 
Tht affidavits were sled in recent 

in supi*ut W .1 Washington- 
based vomputn company called Ins- 
Uw inc., which claims that its case- 
tricking software, known as ftomis, 
was stolen by the U.S. Department of 
Justice and eventually ended up in the 
bends of the governments of Israel, 
Uan.uVi and Iratj 

New motion 







Yesterday, lawyers for Inslaw filed 
a Mw motion in federal bankruptcy 
court in Washington demanding the 
power to subpoena information from 
the Canadian government on how Ot- 
tawa came to acquire Promis soft- 
ware. The motion states, "The evi- 
dence continues to mount that 
Inslaw’i proprietary software is in 
Canada." 

The affidavits allege that Promis - 

I designed to keep track of cases and I 
criminals by government agencies — j 
is in use by the rcmp and the Canadi* ‘ 
an Security Intelligence Service. . 

The Canadian Department of Com- 
munications is referring alls on the 
subject to the department's lawyer, 
John Lovell, in Ottawa while a CSIS 
spokesman will not confirm or deny 
whether the agency uses the software. 
"No ont ii aware of the program’s ex- 
tent® here," Corporal Denis Devesu, 
Ottawa-based spokesman for the 
RCMP, laid yesterday. 

Tht case of Inslaw, which won a 
cour^ victory against the Justice De- 
partment in 1987, at first glance ap- 
pears to be an obscure lawsuit by a 
small business that was forced into 
bankruptcy because of the loss of its 

proprietary sof twar e. „ . 

several members of the Wash- 
establishment are suggesting 
Inslaw may have implications for 

icy in the Middle Hast, 
case already has some unusual 


Robert McFarlane says the 

claims are ‘absolutely false’ 
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At least one judge has refused to 
handle it because of potential conflicts 
of interest, and a key lawyer repre- 
senting Inslaw is Elliot Richardson, a 
former U.S. attorney general and am* 
bassador to Britain who is remem- 
bered for his role in standing up to 
President Richard Nixon during the 

Watergate scandal. 

Richardson yesterday told the Fi- 
nancial Times of London and The Fi- 
nancial Post that: "Evidence of the 
widespread ramifications of the Ins- 
law case comes from many sources 
and keeps accumulating/' 

A curious development in the Ins- 
law case is that the Department oi j us- 
tice has refused to provide documents 
relating to Inslaw to- Jack Brook, 
chairman of the Judiciary Ccmmiuee 
of the House of Representatives. ^ 
Richardson said, ‘It remains inex- 
plicable why the Justice Department 
consistently refuses to pursue this evi- 
dence and resists co-operation with 
the Judiciary Committee of the House 

of Representatives." . 

The Inslaw case began m 19&2 
when the company accepted a US$10- 
million contract to install its Promis 
case management software at the De- 
partment of Justice. In 1983 the gov- 
ernment agency stopped paying Ins- 
law and the firm went into Chapter 1 1 
bankruptcy proceedings. 

Inslaw sued Justice in 1936 and the 
trial trook place a year Inter. The re- 
sult of the trial in 1987 was a ruling by 
a federal bankruptcy court in Inslaw s 







The ruling said that the Justice Of* 
partment "took, cover tecj, stole Pro- 
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and deceit” 2 nd then conspired to 
drive Inslaw out of business. 

That ruling, which rece: 
publicity at the time, was upnelc by 



the U.S. Distru : v in \V*$hmgion 
in 1989, but Justice lodged in ipptal 
last year in an attempt tc overturn tht 
judgment that it must pay InttlW 
US$6.1 million (C$7.1 million) in dim* 
ages and US$1.2 million in legit fees, 

The affidavit! filed m recent weeks 
relate to in imminent move by Rich* 

ardson on behalf ot l ns law to obtain 

subpoena power in order to demand 
copies of the Promis software that the 
company alleges ire now being used 
by the Central Intelligence Agent 
and other L\S. intelligence services 
that did not purchase the technology 
from Inslaw, 

In the affidavit relating to Me i J 
lane that was filed on March 21, Ati 
BemMenashe, a fcfme: It ill in tell l* 
gence officer, claims that McFlflane 
had a "special" relationship with Is* 
raeli intelligence officials. Ben*Men* 
ashe alleges that in a 1932 me ng in 
Tel Aviv, he was told that Israeli ini I 
Hgence received the software from 
ne. 


Florida company 

McFarlane has stated that he is 
"very puzzled" by the allegations that 
he passed any of the sc ft ware to U?l* 
el. He has termed the claims “Abie- 

■H' 

Another strange development fa the 
status of Michael Riconosciuto, 8 po* 
tenlial witness for InttlW who once 
‘ worked with a Florida company that 
sought to develop weapons, including 
fuel-air explosives and chemical 





Riconosciuto claimed in hts at 
in February be was called by * 
former Justice Department 
who warned him nntnit co-opora’.ing 
with the House J udicisry Committee’! 
investigation into lnsfaw. Ricono,* 
ciuto was arrested last wee 1 on 
s ..larges, but claimed he had bee 

“set up." 

In his March 21 atndav.t, Kicnnos- 

ciuto says he modified Promis soft- 
ware for law enforcement and InUjji 
gence agencies. "Soma Of the 

modifications that 1 nude wr • ... if- 
ically designed to facilitate the imr 
mentation of Promis within two age 
cies of the §©vei nmtfit of Can.' • * < 
The propriety version of Promt* *> 
modified by me, was, in Ihct, JmpIO' 
merited in both the RC MR *nd the Cats 

in Canada.” 

On Monday, Richarui 

lawyers for Inslaw will fl 
tourt seeking the power to *uhpc<na 
copies of. the Promis software from 

U.S. intelligence agemces. 
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